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Preface 
The Study was to gain an improved understanding about the forces and 
factors present in after sal es services. The objective was to gain a better 
understanding about the service back up by car manufacturer and 
customer's perception for after sales services. The study herein focuses 
on the after sales services provided by the dealers and manufacturers to 
the customers. 
Confronted with decreasing margins and a rising customer demand for 
integrated solutions, manufacturing companies integrate complementary 
services into their portfolio. Offering value bundles (consisting of services 
and physical goods) takes place in integrated product-service systems, 
spanning the coordinated design and delivery of services and physical 
goods for customers. After-sales service market has captured both 
enterprises and scholars' attention, and has been a new advantage for 
competition. In this, convenience, response, waiting time, maintenance 
quality and etc. characterize of after-sale service in automobile industry, 
the new measurement model of customer satisfaction in after-sale market 
is proposed, and an empirical study in automobile industry is constructed. 
The result shows the model is simple and high-efficiency, reveals issues 
clearly even with poor data, and provides decision supports for after-sales 
management. 
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Chapter - 1 
Introduction 
INTRODUCTION 
The first chapter introduces the background to the research. Briefly, the 
motivation for the study is justified. Life cycle study has been additionally 
introduced as one of the themes of the study. In addition, research theories, 
and scope of the study are also specified. 
1.1 Background 
Services have been studied extensively since 1980s. The idea of linking 
services value and customer satisfaction has existed from a long time. 
Customer satisfaction has been studied and recognized as an important 
factor in the management literature for the past few decades. Studies 
indicate that there are links among customer satisfaction, customer 
perception. Many studies additionally attempt to establish connections 
between service qualities, customer satisfaction, customer loyalty and 
profitability. 
Many studies related to customer loyalty during the 1990's have been 
conducted in the area of consumer markets. Such studies have frequently 
concentrated on such topics as relationship marketing, but only a few studies 
have concentrated on business-to-business markets. Even though there are 
many studies in the area of services, after sales services are after sales 
activities generally have represent an overlooked area of the management 
literature and only a few researchers have paid attention on it. Issues related 
to after sales activities and after sales services have been given only partial 
attention in those studies. 
Nevertheless, the importance of after sales service can be significant to 
customer satisfaction, particularly in the business-to-business environment, if 
the customer's capital expenditure on the equipment is significant, as in case 
of automobile industry, it is expected that the importance of well managed 
after sales services are provided. Gronroos (1980) notes that academics and 
practitioners at the time were not paying much attention to the service 
marketing issues. Leie and Karmarkar (1983) claims that product support is a 
business opportunity for many companies. 
In the fast growing world of globalization, talking about market is huge, and 
defining the market is "people". When we talk of people the first thing which 
comes to our mind are their needs, wants, satisfaction and their perception 
for a specific product or service. Consumers are related to buyers, 
purchasers, customer and this entire sum up to make a proper word 
"consumer". And a consumer is one who has the purchasing power to 
purchase a given product or services. 
In the last few decades a growing trend is shown towards aggressive global 
competition, increased market place, demand and technological changes, 
which leads and organization to have a closer look at the service sector. 
Services on the other hand if talked about are "performance" rather than a 
thing, and service performance, being intangible are experienced rather then 
owned. Unfortunately customers are not always happy with the quality and 
value of services they receive. Consumers may compare what they received 
against what they expected, especially if it cost them, money, time and 
efforts^ 
Kotler (1997)^ Defines service as follows: 
"Service is any act or performance that one party can offer to another that is 
essentially intangible and does not result in the ownership of anything. Its 
production may or may not be tied to a physical product" 
Mathe and Shapiro (1993)^ 
"Service is all of the activities undertaken by the firm to provide value in use 
over time, measured by increased customer satisfaction with a tangible 
product or service of product" 
The studies are all related to the supplier's way of managing the after sales 
services to the consumers in this environment. In the studies, particular 
emphasis is put on studying the appropriateness of the established dealer's 
concept and its impact on customer satisfaction and customer loyalty. The 
dealer and customer interaction are studied. The study also discusses the 
impact of services on customer satisfaction. With regards to service, the 
degree to which customers needs change as a function of time related to the 
importance of the individual services to the customers is also studied. These 
relationships are related to individual services and customer satisfaction and 
loyalty and on the other hand, to the supplier's perception of the customer 
loyalty and satisfaction. 
' Christopher Loveloca, Jochen Wirtz. "Service Marl<eting" 
- Kotler Philip (1997) 9"" edition "Marketing Management" 
' Mathe & Sapiro (1993) Integrating services strategy in manufacturing company. Pub: Chapman & 
Hall 
The Juran institution found that less than 30 percent of surveyed persons 
believed that their customer satisfaction "management" efforts added 
economic value and less than two percent were able to measure a bottom-
line improvement as a result of increased customer satisfaction levels. 
Customer satisfaction survey questions are not designed to measure loyalty, 
i.e. how the customer will behave. Companies that set goals for improving 
customer loyalty are more profitable and more likely to exceed growth plans 
than companies not having a good strategy. 
The positive correlation between customer satisfaction and customer buying 
behaviour is unreliable, higher satisfaction levels do not necessarily result in 
more sales and higher margins. According to the Juran Institution, in more 
than 70 percent of business, price ranked among the most important factors 
that customers were not satisfied with. As regards customers who changed 
supplier's competitors, onlylO percent of those interviewed have changed 
suppliers because of the price.'* 
From the customers point of view, the reason why a product is not as another 
is simple - companies fail because they are unable to deliver total customer 
satisfaction. Companies should always satisfy the customers with new 
products and better services then what their competitors provide. Giving new 
product and services is not enough the companies should be able to create 
good quality of product and services. 
'Griffml985 
Customers are valuable resource for incremental product and service 
improvement. Customers need requirements and the environment must 
provide them understanding their correct requirements. Giving them different 
and better then what the competitors are giving will surely attract them to 
your product ultimately resulting to their satisfaction and a better profit 
margin. 
If dealers and buyers can develop a high loyalty and long term relationship, it 
will be difficult for competitors to stand against as most customers fully rely 
on good after sales services and are willing to pay for the same. Good after 
sales services can be an entry barrier in the market entry.^ Effectiveness 
and efficiency is the key to profitability when managing a customer 
relationship. A company needs to have relationship with its customers and 
the barriers blocking its competitors. Many companies interpret customer 
services as a reactive function, which limits the use of services as a 
competitive advantage.® 
If any automobile industry stops the sales services, their sales will drop down 
to a big zero, without wasting time. After sales is the back bone of the auto 
industry. The work force has to be trained and retained and monitored 
regularly. In this industry your grov\/th of business is totally dependent on 
service backup. 
' Davidow, 1986 
*• Pepper and Rogers, 1993, Peck, 1997 
1.2 Product life cycle 
In evolutionary theories, the focus Is on a variable or set of variables that 
change over time. The theoretical quest is to understand the dynamic 
process behind the observed change, it is characteristics of evolutionary 
theories that, their purpose is to explain the movement of something over 
time. The explanation involves both random element and mechanisms that 
systematically filters extent variation, and there are inertial forces that provide 
continuity of what survives the filtering (Nelson, 1996). 
According to Nelson, evolutionary theories enable one to see phenomena 
that might not be observed othenwise. The model generates "macro" time 
that resembles the actual data. Evolutionary theories, frequently at a 
macroeconomic level, can be tuned to fit particular data well and evolutionary 
explanation is consistent with observed differences. Evolutionary theories 
tend to be complex. The added complexity is the price that is paid for 
opening up a productive research Programme. The theory with added 
complexity frequently ends up with a theory in which precise predictions are 
impossible or highly dependent on particular contingencies. The theory may 
be less decisive in this predictions and explanations than an equilibrium 
theory, but the evolutionary theory may describe the reality in a more precise 
manner. 
According to Grubler (1996), the patterns of temporal difl'usion do not vary 
across centuries, culture, or artifacts. No innovation spreads simultaneously. 
Rather, a temporal S-curve seems to be the rule (Gruber, 1996 and Tchijov, 
1988). Initially there is slow growth, which is followed by accelerating and 
then decelerating growth, culminating in saturation or a full niche. 
Sometimes, a symmetrical decline or a new growth pulse follows this. The 
life cycle model has also been used to describe the evolution of an industry 
or a branch of an industry. 
In an example by Potts (1998) taken from the computer industry, the lifecycle 
of services is divided into four parts: rapid growth, transition, maturity, and 
end of life. Rapid growth is from the first delivery to the peak in the product 
cycle, transition is from the peak of the product cycle to the peak of service 
cycle, maturity is from the peak of service cycle to the last shipment and end 
of life is from the last shipment to the last unit in the installed base. In such 
cases, most of revenue was created during the last two phases and more 
than 95% of the profits were made during the last two phases. 
1.3 Customer satisfaction and after sales service. 
It was realized after the pre-study that the traditional definition of after sales 
was too narrow to describe all the tasks of after sales activities. In the 
literature, maintenance of preventive maintenances activities related to the 
delivered equipments. In case of automobile industry this definition covers 
whole scope of the used after sales activities. 
The basic needs related to automobiles are performance, reliability, and 
maintainability, which have to be met in order to provide availability. The 
objective of maintainability is to maximize the availability of after sales 
services. Maintenance means performing duties to restore and to keep 
equipments in operating condition after they are sold. Maintainability and 
maintenance refers to supporting operating capability that satisfies the users 
the desired period of time (Patton, 1980). 
As the nature of automobile industry is dynamic i.e. constantly changing, 
finding optimal solution for customer appears to be if not impossible. The 
dealers tries not only carry out different activities abut also enhance the 
current capabilities of the existing automobile industry. 
The customer service manager has the business responsibility in the supplier 
organization to deliver the after sales services to the customers. The success 
of the customer service manager is indirectly measured by the success of the 
delivery of the services. Success is interpreted in terms of the customer's 
perception of customer satisfaction and customer loyalty. The customer 
service manager concept was invented based on the customer feedback. 
In order to protect the long term interest service organization are seeking 
ways to forge and to maintain an ongoing relationship with the customers. 
The changing focus of service quality is a mere competing instrument to that 
of the basic core of the service concept are meeting and exceeding customer 
expectation. Service loyalty precedes customer loyalty and how a firm's 
service employees develop the emotional connection with customers which 
leads to exceptional service and the ability to exceed customer exceptions. It 
is proposed the offering loyal customer services gives and organization the 
advantage, not only to be able to fulfill customers present needs but also the 
ability to anticipate their future needs. 
More and more companies are building service managennent programs to 
boost profits and provide competitive differentiation. In the automotive 
industry, after-sale services and parts account for nearly 80 percent of all 
revenue opportunities and more than 50 percent of the average automobile 
dealer's profits. 
Across manufacturing companies, after-sale services and parts have been 
shown to contribute about 25 percent of all revenue and 40 percent to 50 
percent of all profits. With nearly double the profit potential of first-time 
product sales, service management is the new frontier of competitive 
differentiation and profit enhancement. And once again, supply chain 
managers are at the forefront of a major business-improvement opportunity. 
Of course, capitalizing on the opportunity is not simple, since comprehensive 
service management significantly complicates the typical company's supply 
chain. However, new strategies, infrastructures, and tools—combined with 
informed oversight—make it possible to create and deliver post-sale support 
more profitably than ever before. 
Service management can be defined as the sum of all customer interactions 
that follow a product's sale, delivery, and installation. These interactions 
include customer support; training; warranties, maintenance, and repair; 
upgrades; product disposal; and sale of complementary goods. 
Superior service management can help heal the wounds cause by prior 
failures. Hyundai has spent 10 years and millions of dollars recovering from 
customer perceptions of poor product quality. To a large degree, the success 
Hyundai has attained in changing that perception stems from the company's 
emphasis on extended warranties. 
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1.4 Customer orientation in selected industries. 
Benchmarking enables companies to compare their business process with 
that of other companies, and to get ideas on improving or redesigning their 
process. The primary aim of benchmarking is to determine the characteristics 
of best in class companies. Secondly, benchmarking studies collect data on 
the process of competitors. In present study, an aircraft industry 
benchmarking was screened through a case study in the aircraft industry, 
involving one supplier and its customer. 
Product development has certain specific characteristics, as authorities are 
involved already in the design of the areloplanes. It is characteristic of the 
aircraft industry that some of the guarantees given to customers are industry 
specific and can be rather imaginative. The aircraft manufacture customer 
support is not only limited to the product that they deliver to the customers, 
but it can additionally involve products that are delivered by another 
manufacturer. To some extent, the airlines share information regarding the 
technical aspects of the areloplanes. 
The aircraft manufacturer service portfolio consisted of the same element as 
that of the car suppliers. Support services are considered important as future 
sales are considered dependent on that services. Many of the services 
delivered of airlines are standard, but at the same time, the supplier tries to 
distinguish itself from the competitors. 
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When the customers take their cars for services there is still some 
development work to be carried out. Training is important for the workers 
working for the dealers as they are the person who help the dealers to 
maintain service contract. The support manager does what is most urgently 
required by customer which is a strong point for dealers. 
The air craft suppliers developed a similar concept in after sales services to 
that of the automobile dealers. The aircraft manufacturer has local customer 
manager for years and according to them the solution has been proven 
successful. 
Table 1.1: Comparison 
Characteristic 
Number of suppliers 
No. of customers 
Capital investment 
Reliability 
requirements 
Driving factor 
Life span 
Amount services 
Market 
Telecommunication 
Suppliers 
Few 
Few 
Large 
High 
Usability 
5-20 years 
Many 
Competitive 
Aircraft 
manufacturer 
few 
Few 
Large 
High 
Flight safety 
25 years 
Many 
Competitive 
Car 
manufacturers 
few 
Many 
Small 
Medium 
Various 
10-20 years 
Some 
Competitive 
In general, car manufacturer is considered an industry from which other 
industries could learn. Car manufacturing was considered a potential 
candidate for benchmarking. 
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1.5 Research problem 
Much of the literature dealing with marketing and management issues 
recognizes the importance of customer satisfaction for business. However, 
according to Leie (1983), research in marketing has concentrated more on 
discussing how to increase customer sales rather than how to satisfy and 
create loyal customers. In the businesses where services are part of 
business, the services are visible to customer. Therefore it would be quite 
natural that such services would have major impact on customer satisfaction. 
After sales services in particular have received little attention in the 
management literature. In case of automobile industry it is a visible part to 
the customers. 
The present study was undertaken to clarify certain questions related to 
services in the automobile industry. The research was setup to clarify the 
service back up by car manufacturers and owners perceptions for after sales 
services. As the existing literature on the after sales activities is limited, the 
idea of the research set-up was extended to cover services that are provided 
to the customers after the product is sold. 
As the after sales services were considered a factor that could have a 
considerable impact on the customer's total customer satisfaction, it would 
be natural to study customer satisfaction with the dealers and manufacturers 
individual services. Customer satisfaction and customer loyalty have been 
the focus of several researchers in the 90's such as Fornell (1992), Oliver 
(1996), Heskett (1997), Reichheld (1997), Kristensen (1998), and 
Parasuraman (1998). In the automobile industry after sales as a research 
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subject is a new area to be studied. Customer satisfaction and customer 
loyalty are areas that have rarely been covered in the studies. 
The study stage found certain indications that the dealers and customer 
could perceive things differently and that this would make customers and 
dealers decision making even more complex. Previous studies by 
Parasuraman (1985), Barsky (1995), and Friday and Cotts (1995) identifies 
that perception of the dealers performance may differ betv;/een the dealers 
and customers. This would make the research even more complex, as 
judging an individual service is already a subjective matter. The present 
research investigates the view of the customer's satisfaction and perception 
towards the back up services provided by the manufacturers and the dealers. 
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1.6 Objective and scope of the study 
As the literature on after sales services is limited the idea of research was 
extended. It was considered necessary to put efforts into finding indirect 
evidence also. There was less information provided by the dealers about the 
sales of the cars it was very difficult to get a proper figure. 
The main objective of this research is an increased understanding of how a 
dealer and a manufacturer can easily manage the automobiles with the after 
sales services. The experience of the customers will be studied here on the 
bases of their perception regarding the after sales service by the car dealers. 
1. To evaluate the consumer's perception and their satisfaction in 
relation to after sales services provided to them by the vehicle 
manufacturers and dealers. 
2. To evaluate the usefulness of guaranty and warranty conditions 
provided by manufacturers and dealers. 
3. To evaluate consumers acceptability of after sales semces conditions. 
4. To evaluate the effective delivery of after sales services. 
5. To obtain the Insight relationship between customer services provided 
by the car manufacturers and dealers. 
Is there any large difference in the perception of the customers, which 
naturally has an impact on the business decisions? From the customer point 
of view perception would provide useful business as to how to keep them 
satisfied. According to Vavra (1995), relationship marketing and relationship 
management are highlighted as a means to keep customers loyal. In 
relationship management, there is preconception that some persons are 
more important for internal organization than others. Krackhardt and Hanson 
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(1993) propose that the informal organization needs attention and that these 
social links can help managers harness the real power in their companies. 
Therefore, it is natural to assume that this relationship management thinking 
may hold an answer to the complex issue of customer satisfaction and 
loyalty. 
The scope of the present study includes customer relationship and their 
implications for customer satisfaction and perception and loyalty with regards 
to the after sales services. The focus of the present study is on the car 
industry. The present study utilizes customer's point of views. In practice, the 
study covers back up services in the car industry market. 
In the present study the automobile users are asked for their satisfaction on 
the after sales services for their cars, provided to them by the manufacturers 
and the dealers and the customer-dealer relationship is interviewed keeping 
in mind the service provided to customers. 
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1.7 Structure of the study 
The second chapter provides an introduction to the empirical research. It 
discusses the theories related to services, service quality, customer 
satisfaction, perception, and customer loyalty. The customer relationship is 
highlighted and its impact on the customer loyalty is discussed. The current 
phenomenon of after sales market is discussed in general terms and how the 
after sales marketing is currently evaluated is also discussed. 
The third chapter presents the hypotheses of the research. The fourth 
chapter describes the research methodology. A short introduction of how the 
interviews were conducted. There is also a discussion about the 
methodologies concerned to the studies. 
It also covers contribution of the research theory. The research is evaluated 
and validity and reliability issues are tackled. The hypotheses are additionally 
covered in the study. 
17 
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LITERATURE REVIEW 
2.1 Services 
Kotler (1997) defines service as follows: 
Service is any act or performance that one party can offer to 
another that is essentially intangible and does not result in the 
ownership of anything. Its production may or may not be tied to a 
physical product. 
Mathe and Shapiro (1993) define service as follows: 
Service is all of the activities undertaken by the firm to provide 
value in use over time, measured by increased customer 
satisfaction with a tangible product or series of products. 
Manufacturing and service operations have common characteristics, but 
most services are created at the customer interface. In Table 2, the 
traditional distinction between manufacturing and services reveals certain 
traditional differences (Stonebraker and Leong, 1994). 
rt-'^ 
Table 2.1 The characteristics of manufacturing and service 
environments (Stonebraker and Leong, 1994) 
Characteristic 
Nature of location 
Number of locations 
Placement of locations 
Nature of employee 
Skill type 
Nature of customer 
Involvement 
Physical contact 
Customer participation 
Nature of deliverable 
Perishable 
Tangible 
Constraining resource 
Nature of capital structure 
Fixed costs 
Variable costs 
Manufacturing 
Few 
Near key resources 
Technical 
Little 
Low 
No 
Yes 
Equipment, materials 
High 
Low 
Service 
Many 
Near customer 
Behavioral 
Great 
High 
Likely 
Mostly intangible 
Labour 
Low 
High 
19 
In the literature, a series of service characteristics have been discussed 
(Gronroos, 1980, Gronroos 1982, Parasuraman et a!., 1985, Gronroos, 
1988). IVIost services have four basic characteristics (Gronroos, 1988 and 
1998): 
• Sen/ices are more or less intangible. 
• Services are activities or a series of activities rather than a thing. 
• Services are at least to some extent produced and consumed 
simultaneously. 
• The customer participates, at least to some extent, in the production 
Process 
Services have four unique characteristics: intangible; more difficult to 
define and subject to alternative expectations and perceptions, 
heterogeneity; subject to human variability and often the customer is 
involved, perish ability; once a service has been created, it has no value 
and inseparability of production and consumption; consumed as it is 
produced. 
As the consumer and customer are frequently used as parallel terms, in 
the present study the terms are clarified (Parasuraman and Grewal, 
2000a) in that the customer is an individual or business entity that buys 
the product and pays for it. The consumer is a person who uses or 
consumes the product. 
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Maister (1997) discovered that service companies have in general the 
same mission statements. Every service company must be able to satisfy 
three goals: to deliver outstanding customer service, to fulfill employee 
satisfaction, and to achieve financial success. 
The important aspects of the service business process are as follows: the 
business process consists of a series of simultaneous and sequential 
activities that are performed by different actors; there are no clear 
boundaries between the different actors and input to and outputs from the 
process are time-wise inseparable. Customers can play several roles in 
which customer supports the business process. There does not seem to 
be a misfit in developing customer oriented market strategy and 
increasing productivity at the same time, but this frequently requires the 
manager to take a broader perspective on the company (Storbacka, 
1992). 
Mathe and Shapiro (1993) define product in terms of three critical 
aspects: physical, tangible or technological, and intangible, In time, both 
the tangible or technological and the intangible may change as the way in 
which the product is used and the environment in which it is used 
changes. They also separate services into two main categories: 
encouraging or facilitating the sale of product and services that are 
intended to increase the benefit to the customer when using the product, 
or the customer's satisfaction while using the product. The later definition 
is more frequently used in the after sales environment. 
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Services have been an integral part of companies' nnarketing mix 
(Wellemin, 1984). Quality service is frequently realized well when it is 
missing than when it is present. Wellemin (1984) argues that one of the 
most important aspects in influencing customer's perception is to try to 
convince customer that the supplier cares about him/her. It is important to 
keep the customer updated of the possible changes that take place. 
Services create an increasing proportion of company profits in many 
industries. Wellemin (1984) has identified, see Table 3, benefits of service 
contracts, which in ideal conditions are made as the product is sold: 
Table 2.2 Benefits of the service contracts to supplier and customer 
(Wellemin, 1984) 
Benefits to supplier Benefits to customer 
Simpler planning 
Assured revenue 
Regular customer contacts 
Balancing of work load 
Simpler administration 
No need to place rush orders 
Known cost 
Reduction in administrative costs 
Maintenance of assets due to regular 
Preventive maintenance 
Service contracts can be viewed as a way to extend the relationship with 
the customer. They can be used to generate complaints, information, and 
new product ideas. In this approach, even a low priced service contract 
can be justified (Heskett et al., 1997). 
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Service is one way of differentiating the product from that of the 
competitors and it can represent an effective competitive advantage, as it 
is difficult to convince customers that the company provides high-quality 
service (Davidow, 1986, Brown, 1992, Mathe and Shapiro, 1993, 
Wellemin, 1984). Customers can be convinced of quality service only by 
constantly delivering excellent service. Generally, if services are priced 
into products, then services are seen as means, but if services are priced 
separately, then services are seen as business itself (Rothschild, 1984). 
Achieving sustainable competitive advantage through superior products 
and reasonable prices is difficult. Service can be used to distinguish the 
product and it is much more difficult for competitors to imitate (Rothschild, 
1984, Parasuraman and Grewal, 2000b). The cost of supplying high 
quality sen/ice is likely to continue rising. Therefore, service must utilize 
technical developments. Suppliers need to demonstrate to customers' 
added value, as there will be pressure on the margins. 
Parasuraman and Grewal (2000b) predict that technology will be a major 
force in the future shaping of the buyer-seller relationships. In Figure 1, 
Parasuraman (1996) further develops Kotler's (1997) triangle model of 
services marketing by adding technology to it. The pyramid model 
emphasizes the need to manage company-technology, employee-
technology, and customer-technology linkages to maximize marketing 
effectiveness. 
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Triangle fyiodel Pyramid Modd 
(Kotler, 1094) (Parasuraman, 1996) 
Company Company 
/ 
/ \ / \ / 
\ ^ , Techmtogy / 
interna! / \ External 
Marketing/ \ Marketing 
\ 
/ j i . . 
/ 
/ / 
Employees Customers Employees Customers 
Irileractive 
Marketing 
Figure 2.1 The triangle and pyramid models (Parasuraman and 
Grewal, 2000b, p. 171) 
Parasuraman (1998) argues that the importance of the customer service 
is becoming increasingly important, as the supplier's focus shifts from 
selling to customers to serving them effectively. The relative importance of 
customer service can vary depending on the type of buyer-seller 
relationship and the nature of the products. 
Service companies (Maister, 1997) can develop their practices in five 
areas: broadcasting, courting, super pleasing, nurturing, and listening 
(see also Table 4). Broadcasting involves those activities that generate 
opportunities with new customers. Courting means that a specific 
customer has been recognized and the company is addressing the 
customer. Super pleasing involves doing outstanding work and servicing 
the customer so that the customer is more than satisfied. Nurturing means 
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paying attention to the customer so that future business can be won. By 
listening to customers describe their needs, a company can improve the 
competitiveness of its existing services and identify opportunities for 
developing new services. Maister (1997) makes the observation that 
companies concentrate on broadcasting and courting, i.e., on trying to 
gain new customers. This may be because companies take it for granted 
that nurturing, super pleasing, and listening take place automatically, but 
this assumption is incorrect. 
Table 2. 3 Matrix of needs and customer relationship 
Aware of a need 
Not aware of a need 
Old Customer 
Super pleasing 
(Highest ROI) 
Nurturing 
New Customer 
Courting 
Broadcasting 
(Lowest ROI) 
For most customers, super pleasing brings the highest return on 
investment (ROI). The most successful growth strategy is one whereby 
existing customers buy existing products. This is supported by research 
conducted at the Strategic Planning Institute and at GE in the PIMS (Profit 
Impact of Market Strategy) database (Maister, 1997). Growth through 
penetration is appropriate for companies with a broad range of product 
lines. It creates both incremental sales and strengthens customer 
relationship. In the service industry, an important part of selling is to be 
able to convince customers and gain their trust. The next most successful 
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strategy is to sell new products to existing customers. The problem is that 
those customers do not know the company or have a relationship with the 
company and to build a relationship is a somewhat time intensive activity 
(Cannie, 1994, Maister, 1997 and Peck, 1997). 
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2.2 Service Quality 
According to Vavra (1995), quality is: 
Consistently delivering products and services that fully meet 
consumer needs and expectations. 
Quality is defined by Stonebraker and Leong (1994) in the following 
terms: 
Product or service quality requires a total system, which identifies 
customer requirements, which designs the product/service to those 
requirements and which establishes a production or service 
delivery system to produce in conformance with the specifications. 
According to Woodruff (1997), customer value is: 
A customer's perceived preference for and evaluation of those 
product attributes, attribute performances, and consequences 
arising from use that facilitate (or block) achieving the customer's 
goals and purposes in use situations. 
Vandermerwe (1996) makes three assumptions regarding customer 
value: 
1. Value is not what goes into a product, but what a customer gets out of 
it. 
2. A customer gets this value out over a period of time, rather than at a 
point in time. 
3. Value happens in the customer's space rather than in supplier's space, 
where only costs accumulate. 
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According to Naumann and Giel (1995), becoming market driven means 
identifying market growth, market attractiveness, and target markets, 
while becoming customer driven means using the customer to drive 
continuous improvement, organizational reinvention, and radical redesign. 
When a company is customer driven, it means that the customer is the 
one to decide on the supplier's valqe added processes (Stenberg, 1997). 
Quality work does not mean quality service (Maister, 1997). According to 
Brown (1992), customers prefer organizations that deliver quality service, 
and suppliers can charge premium for quality services. Early research 
(Gronroos, 1982) suggests that customers assess service quality by 
comparing what they feel a seller should offer and compare it against the 
seller's actual service performance. Quality control and marketing must 
take place during service production and consumption. Gronroos (1988) 
has identified a list of six criteria of good perceived quality: 
professionalism and skills, attitudes and behavior, accessibility and 
flexibility, reliability and trustworthiness, recovery, and reputation and 
credibility. The first is outcome-related, reputation and credibility are 
image-related, and the rest are process-related. Storbacka et al. (1994) 
and Holmlund and Strandvik (1999) note that relationship quality can be 
seen as an antecedent to many other perception concepts, for example, 
value, satisfaction, trust, and commitment. 
The service quality model of Parasuraman et al. (1985) identified five key 
gaps that can cause problems in service delivery. These gaps are: 
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1. Research gap - between customer expectations and management's 
perception of those expectations. 
2. Planning and design gap - between management's perception of what 
the customer wants and the designed capabilities of the system that 
management develops to provide the service. 
3. Implementation gap - between what the service system is designed to 
provide and what it actually provides. 
4. Communication gap - between what the service system provides and 
what the customer is told it provides. 
5. Reality gap - between customers' service expectations and their 
perception of that service. 
A company should always pay attention to the customer perceptions and 
expectations. If there is a difference between customer expectations and 
perceptions, there is a gap and in practice, it does not matter whether the 
gap is based on facts or feelings, but how the customer perceives service 
matters (Friday and Cotts, 1995). 
In studies of customers' expectations of service quality and their actual 
experiences, the following five elements are seen as the most important 
to a buyer (Gitomer, 1998, Heskett et al. 1990, Griffin, 1995, 
Parasuraman and Grewal, 2000b): 
• Reliability - ability to provide what was promised. 
• Assurance - knowledge and courtesy of employees and their ability to 
convey trust and confidence. 
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• Tangibles - physical facilities, equipment and the appearance of the 
personnel. 
• Empathy - caring and individual attention. 
• Responsiveness - willingness to help and provide prompt service. 
Two critical dimensions are reliability and responsiveness. Generally, 
reliability is the most important for customers when they assess service 
(Parasuraman and Grewal, 2000b). Responsiveness means anticipating 
problems before they occur, rather than fixing problems quickly. 
Companies must work at making sure that problems will not occur at all. 
Once the customer is sure about the quality of the product and 
responsiveness of the employees, the probability of a customer becoming 
a loyal customer increases. 
According to Friday and Cotts (1995), customers evaluate services based 
on the purpose of the service, necessity, importance, results, cost, and 
risk. In order to have appropriate expectations, a customer should have a 
full picture of the purpose of a job. Depending on the customer's 
perception, the necessity of a service can vary. If a service is necessary 
to help customers perform their jobs, they have high expectations for the 
job. Individuals have their own views of the results of the service; the 
perception of costs is relative to each customer's perspective. If a 
customer sees a risk associated with dealing with the company, their 
perception of the added value can be minimal. According to Naumann 
(1994), determinants of service quality are: 
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• Reliability - consistency of services. 
• Responsiveness - willingness or readiness of employees to provide 
service. 
• Competence - possession of required skills. 
• Access - approachability and ease of contact. 
• Courtesy - politeness, respect, consideration, and friendliness. 
• Communication -keeping customers informed and listening. 
• Credibility - honesty, trustworthiness. 
• Security - freedom from danger, risk, or doubt. 
• Understanding/knowing the customer - making the effort to understand 
a customer's needs. 
• Tangibles - physical evidence of the service. 
Products are made up of two elements: basic features such as 
components, ingredients and performance, and such added value 
components as image, service, styling, and support. Every product 
additionally entails services. Customers do not always differentiate 
between product and service quality, but regard these elements as a 
package. Research shows (Naumann, 1994) that improving tangible 
product quality is easier than improving service quality for most 
companies. Its implication is that service quality is more difficult to 
replicate, as service quality derives from corporate culture and therefore it 
can be a more permanent competitive advantage (Naumann 1994, 
Stenberg, 1997). 
31 
In the customer evaluation process (Heskett et al., 1990), it has been 
reported that customers perceive greater risk when purchasing services 
than products, rely more on information from personal sources, and use 
price and physical facilities as the major cues to service quality. 
Customers can be reluctant to try new services because of the risks 
involved (Cannie, 1994). For many non-professional services, the 
customer's set of alternatives includes self-provision of the sen/ice. 
Competing options for services are normally smaller than for products and 
consumers carry out greater post-purchase evaluation with services than 
with products. 
Customers define quality frequently through their subjective and 
preconceived values. The measures of quality in service organizations are 
generally more subjective than in the manufacturing environment. 
Therefore, the manufacturing view of quality does not apply in isolation, 
but must be seen in the context of the customer service environment in 
which the product is delivered (Stonebraker and Leong, 1994). 
Service quality is one element of the service equation. Frequently, the 
results are more important to the customer than the process quality. In 
certain cases, price and other acquisition costs can be miore important 
than process quality (see the customer value equation). Value is not 
equated with low prices; services and goods of high value can be at high 
or low prices. As customer needs are different, customers are willing to 
pay very different prices for a given service, depending on its importance. 
The resulting value to the customer over the costs creates potential profit. 
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It has been estimated that a 5 per cent improvement in customer loyalty 
would result in a 25 to 85 percent improvement in profit in sen/ice 
industries (Heskett et al., 1997). 
The customer value concept holds that customers buy what creates the 
most value for them. It has also been defined as an emotional bond 
created between a customer and a supplier. A precondition for this bond 
to be established is that the product be able to meet or exceed customer's 
expectations. Customers can be delighted if the supplier Is able to 
improve its performance continuously (Butz and Good stein, 1996, 
Stenberg, 1997). 
Service quality is a logical driver of perceived value (Parasuraman and 
Grewal, 2000b). Even if the buyer-seller relationship involves a physical 
product, excellent presale or post sale can add to benefits received and 
reduce the buyer's non-monetary cost like time, effort, or mental stress. 
There are differences in customers' abilities to evaluate the quality of 
tangible goods and services. In general, most goods are easier to 
evaluate compared to most services and it seems that most complex 
services are the most difficult to evaluate (Mathe and Shapiro, 1993). 
Heskett et al. (1990) claim that quality of service equals delivered service 
quality minus service expected. Quality of service is seen to be similar to 
customer satisfaction. Heskett et al. (1990) realized that the results from a 
service are frequently difficult to assess, in some cases even after the 
purchase of service. The service value is a subjective matter and is 
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defined by the customers. Stenberg (1997) calculates total added value 
for the customer as the difference between the customer's benefits and 
costs including both quantitative and qualitative aspects. 
The customer value equation can be presented as follows (Heskett et al., 
1997, page 40): 
Value = Results produced for the Customer + Process Quality 
Price to the customer + Costs of acquiring the service 
The customer value equation is the customer perspective that influences 
purchasing decisions. The value and goods delivered to the customers 
equals the results created for them as well as the quality of the processes 
used to deliver the results, all in relation to the price of a service to the 
customer and other costs incurred by the customer in acquiring the 
service. The value of the results varies with the size of the service tasks 
and their importance for the customer. Frequently, the way a service is 
provided is as important as the results. For example, in a study of health 
care, more than half of the claims did not involve patient injury or 
unpleasant effects. This has the following effects on service providers 
(Friday and Cotts, 1995, Heskett et al., 1997): 
• Service quality is relative. 
• Service quality is defined by the customer. 
• Service quality varies from customer to customer. 
• Service quality can be enhanced by meeting customer expectations and 
controlling those expectations. 
A company's most significant success factor is the ability to deliver better 
customer value than the competitors do. By analyzing (McDougall et al., 
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1997) the components of customer value, a company can estimate a 
customer's true profitability. Customer perception of expected benefits 
consists of product and service attributes. Fredericks and Salter's 
"customer value package" (1995) additionally includes company image 
relative to the competition. Good customer value consists of product 
value, service value, and value-based pricing (Naumann, 1994). 
Sacrifice consists of transaction cost, life cycle cost, and risk (Naumann, 
1994). Many customers measure their costs only in terms of price, but in 
certain cases, the acquiring costs can be substantial and convenience 
costs can have a value for a customer (Heskett et al., 1997, Wayland and 
Cole, 1997). Customers' perceived risks (Heskett et al., 1990) should be 
reduced in ways that would increase their expectations and create 
competitive advantage. Service reliability reduces the costs of service 
delivery and builds value for the customers. For an organization that 
offers a service whose quality cannot be judged in advance, a service 
guarantee may represent an important marketing tool, and it can be 
significant for the potential customer to whom this service may cause a 
substantial risk. Service guarantees may further help the supplier to focus 
on its customers and can even lead to the re-design of the service 
process with breakthrough service (Hart, 1988, Cannie, 1994, Barsky, 
1995, Griffin, 1995, Heskett et al., 1997). 
Five basic customer value lessons (Naumann, 1994) are: 
1. Customer defines the appropriate product quality, service quality and 
reasonable price. 
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2. Customer value expectations are formed relative to competitive 
offerings. 
3. Customer expectations are dynamic, always demanding. 
4. Product and service quality must extend throughout the channel. 
5. Maximizing customer value requires total organizational involvement 
and commitment. 
Walker (1998), Naumann (1994), and Bhote (1996) claim that the 
Japanese quality function deployment (QFD) technique provides 
statistically valid market research to determine the value customers place 
on different attributes. Vavra (1995) recognizes applications of quality 
function deployment in marketing context as well. Rust et al. (1995) have 
described return on quality (ROQ) as a method to justify financially 
spending on quality initiatives. In return, quality improvement efforts are 
treated as investments. 
2.2.1 Quality in Customer Services 
Marketing activities strive to produce customer satisfaction with the "four 
P's", product, promotion, price, and place (Kotler, 1997). Many companies 
perform the "place" function of physical distribution separately from 
marketing. However, it is likely that physical distribution through the 
provision of customer service contributes to the success of a company 
and can enhance customer satisfaction. Industry has generally failed to 
recognize the importance of customer service to customer satisfaction 
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(Innis and La Londe 1994). Hartley (1989) proposes that, in addition to the 
"four P's", one should consider a fifth 'P', public image. Public image is a 
composite of how an organization is viewed by its various stakeholders. 
According to Innis and La Londe (1994), customer service can influence 
demand in the market. It has been suggested that customer service is one 
of the most important considerations when a supplier is evaluated (Sheth, 
1973, Perrault, and Russ, 1976, Jackson et al., 1985). A supplier's 
reputation for good service attracts potential customers and keeps 
existing customers loyal. Good service additionally provides protection 
from price competition (Hartley, 1989). 
Quality service starts with customer service. Customer service is viewed 
as a process that takes place between a buyer, a seller, and third party 
(Innis and La Londe, 1994). The customer drives the service process and 
defines the quality (Friday and Cotts, 1995). Previous studies have shown 
that customer service is an integral and necessary part of the marketing 
mix, and it offers a significant opportunity for companies to gain 
advantage in the market place (Sterling and Lambert, 1987, Lambert and 
Harrington, 1989). Higher levels of customer service can create customer 
loyalty and improve long-term sales and profitability of a supplier. 
Companies that think about improving customer service should engage in 
it only if they can expect adequate returns for their attempts (Bowersox 
and Closs, 1996). Eckert and Goldsby (1997) propose that the constructs 
of involvement and visioning could be used as predictors of a company's 
propensity to consider service improvements. High involvement and high 
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visioning customers can be identified as a potential group that would be 
more likely to respond to improved customer service with increased 
customer loyalty. If a supplier opts to improve customer service, it should 
be based on difficult-to-imitate competencies in order to avoid negation of 
the competitive advantage. 
The operative quality of a service organization is measured by its ability to 
handle service situations. To support customer service, the organization 
should have maximal freedom to make decisions and utilize resources. By 
decentralizing decision making, an organization can make decisions 
faster and more effectively, at least in theory. Succesisful service 
organizations have in common that they are built of independent profit 
centers and they know the importance of customer trust and quality of 
services for the company's success (Nasi et al., 1987). 
Customers that purchase services with high transaction values, high 
requirements for accuracy and high-perceived financial, legal, or personal 
risk prefer to deal with the same person. However, these dedicated 
servers are almost always a costly solution for the service provider. This 
is because this server does not have knowledge of all the areas and the 
person is not available all the time. Some organizations have therefore 
chosen to form teams of service providers (Heskett et al., 1997). 
38 
2.2.2 Lifetime Value of a Customer 
The lifetime value of a customer can be seen as the sum of value of 
purchase stream and value of referrals. The value of referrals can be 
calculated as the number of referrals by satisfied or dissatisfied customers 
multiplied by the referral capture or loss rate. Referral rate is influenced by 
the importance of referral rate to the potential customers and by the 
incentives to make referrals and to receive referrals. Even estimates of 
the lifetime value of existing customers under various assumptions will 
help organizations to adjust their spending to retain customiers (Cannie, 
1994 and 
Heskett et a!., 1997). Most service managers claim to be unaware of the 
value of their customers, although they know their sales margins (Heskett 
etal., 1990). 
Many companies spend money mainly on recruiting new customers. One 
reason for this behavior is that marketers assume that current customers 
are satisfied. Investing in existing customers is sensible, not only because 
the lifetime value of the customer is frequently much higher than the value 
of a single purchase, but also because many customers need after-
purchase reassurance. Customer lifetime value can be calculated for 
example using customer information files (Reichheld and Sasser, 1990, 
Sewell and Brown, 1990, Cannie, 1994, Glanz, 1994, Vavra, 1994 and 
1995, Anderson and Mittal, 2000). 
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The level of support that a supplier provides to its customers should 
depend on their expected lifetime value to the company. A supplier must 
find ways to reduce service costs to customers with thin profit margins 
and enhance services to those customers whose retention is important for 
the supplier's profitability (McDougall et al., 1997). 
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2.3 Customer Satisfaction 
2.3.1 Definition of Customer Satisfaction 
Kotler (1997) defines customer satisfaction as follows: 
Satisfaction is a person's feelings of pleasure or disappointment 
resulting from comparing a product's perceived performance (or 
outcome) in relation to his or her expectations. 
Brown (1992) defines customer satisfaction as: 
The state in which customer needs, wants and expectations 
throughout the product or sen/ice's life are met or exceeded 
resulting in repeat purchase, loyalty and favorable worth-of mouth. 
According to Jones and Sasser (1995), four basic elements affect 
customer satisfaction. They are: the basic elements of the product or 
service, basic support services, a recovery process for counteracting bad 
experiences, and extraordinary service. There are many definitions of the 
key elements of the services, but this one is considered appropriate in the 
context of care or after sales services. 
Jones and Suh (2000) differentiate between transaction-specific 
satisfaction and overall satisfaction. Overall satisfaction is based on the 
information from all previous experiences with the service provider and is 
viewed as a function of all previous transaction-specific satisfactions 
(Teas, 1993, Parasuraman et al., 1994). Transaction-specific satisfaction 
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refers to a single service encounter. In general, transaction-specific 
satisfaction may not be perfectly connected to overall satisfaction. 
The empirical results support that transaction-specific satisfaction can be 
empirically distinguished from overall satisfaction. Overall satisfaction is a 
better indicator of a customer's repurchases intentions than transaction-
specific satisfaction (Jones and Suh, 2000). Under certain conditions, 
transaction-specific satisfaction is not a good predictor of repurchase 
intentions. In an ideal situation, both the transaction-specific satisfaction 
and overall satisfaction should be assessed. 
Transaction-specific satisfaction directly influences a customer's 
repurchase intentions, but only when overall satisfaction is low. In such a 
case, consumers allow their evaluation of the last service encounter to 
influence repurchase decisions. When a customer has had a bad 
experience, the service manager may wish to remind the customer of 
his/her previous overall satisfaction. Particularly at the early stages of the 
customer relationship, high levels of transaction-specific satisfaction are 
particularly important (Jones and Suh, 2000). 
A consumption-system that consists of a bundle of goods and services 
that are consumed over time in multiple consumption episodes 
conceptually has three constitutive elements: attribute-level evaluations, 
satisfaction, and behavioral intentions. Transaction-specific and 
cumulative satisfaction are distinguished, as consumption occurs as a 
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series of encounters between consumption system and the consumer. In 
the case of automotive consumption, product and services are the key 
subsystems of the consumption-system (Mittal et al., 1999). 
The relationship between attribute-level evaluations and overall 
satisfaction is dynamic and shifts over time. Both product and service 
satisfaction have an asymmetric crossover effect in determining 
behavioral intentions toward the supplier. The relative magnitude of 
crossover effect changes over time. Initially, service satisfaction is more 
important, but over time, the product becomes more important. The 
complementary role of services and products has been realized by many 
suppliers in structuring consumer experiences (Barsky, 1995 and Mittal et 
al., 1999). 
Mittal et al. (1999) point out that, as consumers learn more about certain 
attributes, the weight of attributes in determining overall satisfaction may 
change. This kind of learning is important in such information-intense and 
skill-based products as software or Web sites. By learning more about an 
attribute, consumers may become more efficient users of it, which may 
affect the level of satisfaction consumer experiences. A subsystem's 
contribution to goal attainment may moderate its role as a mediator. For 
example, a service or product subsystem may be a stronger mediator, 
depending on the customer's focus. 
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Parasuraman (1997) questioned whether the same conclusions are likely 
to emerge from ascertaining how much value customers derive from a 
product and ascertaining how satisfied they are with it. Parasuraman et al. 
(1994) point out that the connection between service quality and customer 
satisfaction is an unresolved issue. Zeithaml et al. (1996) point out that 
the relationship between service quality and profits has begun to 
accumulate, but it is not straightforward or simple. The present study does 
not place special emphasis on this question; rather, customer value and 
customer satisfaction are handled in parallel, assuming that that 
framework of Parasuraman et al. (1994) and Teas (1993) of the 
components of transaction specific evaluations are valid. 
The concept of customer value suggests a strong relationship with 
customer satisfaction (Woodruff, 1997). According to Parasuraman 
(1997), to create superior value continuously for a buyer requires that a 
supplier understand the buyer's entire value chain. Attributes that motivate 
a customer's initial purchase may differ from the criteria later (Woodruff, 
1997). According to Parasuraman (1997), deficiencies that drive 
customers away may occur for other attributes than those that attract and 
retain the customers. In addition, Reichheld (1996) assumes that things 
that satisfy customers may not always be the same as those that create 
customer loyalty. 
According to Zeithaml et al. (1996), companies should first examine the 
impact of service quality on customers' responses by asking them the 
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following questions: What is the level of quality a supplier must deliver in 
order to keep the customer; what would encourage the customer to 
recommend the supplier; what factors would reduce the likelihood of a 
customer spreading negative worth-of-mouth; and should the supplier 
focus on proactive service improvements or on complaint handling in 
order to keep the customer. 
Based on the research by Oliver (1993), it appears that positive and 
negative effects have independent effects on customer satisfaction. When 
considering product and service quality, product quality tends to be 
related to customer dissatisfaction and service quality is more related to 
the customer satisfaction. In general, there appear to be two categories of 
factors: hygiene and satisfier attributes. Hygiene factors contribute to 
customer dissatisfaction and satisfiers contribute to customer satisfaction. 
High levels of customer satisfaction resulted from the deliven/ of satisfiers. 
To delight a customer, a company's performance in hygiene factors must 
be adequate and combined with high performance in satisfiers (Naumann, 
1994, Peck, 1997). 
According to Finkelman and Goland (1990), companies nee.d to develop a 
detailed understanding of customers' expectations in each stage of their 
ownership experience, develop supporting procedures and establish 
evaluation and incentive systems in order to satisfy customers. Wellington 
(1995) divides customer satisfaction elements into product, sales, after-
sales, location, time, and culture. The satisfaction elements of after-sales 
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include maintained interest and complaint handling. Complaint handling 
should be responsive and keep the customer advised through the 
process; a customer should feel appreciated. A customer's reordering 
should be made easy and it should build on existing information about the 
customer. 
The importance of delight has additionally been recognized in the area of 
quality by Deming (1986), who encourages companies to do more than 
merely satisfy customers. Delighting the customer can be a profitable 
business practice. The meaning of product and service features to 
consumers is divided into product attributes, satisfiers, and delights. 
Product attributes are central to the basic function of the product and they 
only dissatisfy as the consumer expects their presence. Satisfiers are 
satisfying in the sense that high levels of such attributes have the 
potential for further satisfaction beyond that provided by the basic function 
of the product. Delights are unexpected and enjoyable. There are two 
types of delights: those that raise consumer expectations and those that 
are appreciated on a onetime basis and may be sought again. In cases of 
assimilated delight, it is likely to raise consumers' expectations. In this 
case if the loyalty effect or a consumer attraction can be improved, the 
delighting feature could be considered. In the case of transitory delight, 
the firm benefits only minimally as the delight is soon forgotten. 
Expectations are likely to be raised after delight, and delighting the 
customer will be more difficult in the future (Farson, 1997, Rust and 
Oliver, 2000). 
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A customer is delighted (Friday and Cotts, 1995) once tine service that is 
delivered exceeds the customer's expectations. Even if a customer's 
demands or expectations are unrealistic or inappropriate, the customer 
makes the buying decisions. Customer expectations can be exceeded in 
two ways: in the first, the consumer says that the product was better than 
expected, but not surprisingly, and in the second, the level of performance 
is surprisingly positive (Rust and Oliver, 2000). 
Although expectations become higher, the supplier may benefit from the 
delight, because if the competitor is unable to copy the delight 
programme, it will be affected more severely than the focal supplier will. If 
the competitor can easily copy the delight programme, there is no 
advantage to be gained, as the situation resembles a "Prisoner's Dilemma 
Game". In such a scenario, profits decrease and all suffer. According to 
Rust and Oliver (2000), if a company delights a customer once and then 
returns back to normal performance, the company is likely to suffer in the 
future, as expectations have been raised. 
Despite efforts to improve customer satisfaction, customer satisfaction 
levels remain as before. This may be partly because the expectations of 
customers have risen or companies have not focused on what the 
customers wanted. Companies need to discover what makes customers 
dissatisfied. Customer value management measures customers' 
perceptions of value and those relating to competitors. Measuring 
customer satisfaction is similarly the basis for learning. The approach 
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seeks answers to questions regarding the key buying factors that 
customers value, how customers rate supplier's performance versus 
competitors on each buying factor, and the relative importance of each of 
these components of customer value. Such questions make it possible to 
construct an index of customer value (Barsky, 1995, Wellington, 1995, 
Farson, 1997, Daniels 2000). 
2.3.2 Operationalisation of Customer Satisfaction 
As customer needs and expectations are changing all the time, this will 
lead to a situation whereby customers keep setting ever higher standards, 
and therefore to achieve perfection is impossible (Wellington, 1995, 
Farson, 1997). Markets should be seen as a group of individual 
companies, and each of them must be treated individually with different 
requirements, experiences, commitments, and relationships (Ford et al., 
1998). Implementing customer satisfaction philosophy means identifying 
customers, then identifying their needs and expectations and finally, 
measuring their perceptions (Stenberg, 1997). Knowing the needs of the 
customer makes it easier to anticipate the ideal set of products and 
services. A major flaw for all the companies has proved to be their inability 
to understand other ways that customers can be satisfied (Rothschild, 
1984). By implementing direct and continuous employee contacts with the 
customers, the customers' requirements and expectations can be 
determined. This employee-customer connection additionally conveys the 
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message that the company cares about their customers (Chase and 
Garvin, 1989, Stonebraker and Leong, 1994). 
Customer needs can be determined through marketing research, 
customer interviews, reading customer concerns, or involving customers 
in the design of services and service deliveries. In order to decide if the 
service can be provided at a profit, it is necessary to link value equation to 
the strategic sen/ice vision. Working together with both supplier and 
customer can increase profitability by expanding margin potential 
(Wellemin, 1984, Cannie, 1994, Grant and Schlesinger, 1995, Heskett et 
al., 1997). 
A customer satisfaction study should begin by asking about the factors 
affecting customer satisfaction, how important those factors are for the 
whole, and the level of customer satisfaction (Jarvelin et al., 1992). A 
problem with customer satisfaction surveys (Naumann, 1994) is that a 
poor customer satisfaction programme yields vague data and raises 
customer expectations. If customer expectations are raised and a 
company's performance remains the same, the customer's overall 
satisfaction will decrease. 
According to Heskett et al. (1997), there is a logical explanation why 
customers give "4" (in a scale from 1 to 5) in customer satisfaction studies 
and yet loyalty seems to be missing. Many may not wish to experience 
displeasure or penalization of a long-time service or product provider by 
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low ratings. However, if the service or product is less than perfect, 
customers feel that they cannot give lightly a "5". Consequently, these 
customers can then give a "4", which has an indifferent meaning for them. 
Customer surveys, which are conducted frequently and consistently, can 
be an effective way to measure customer satisfaction and customer 
loyalty. Customers tend to overstate their intent of repurchase in relation 
to what they actually do later. Over time, organizations that have built a 
database have determined that the overstatements remain somewhat 
constant. Therefore, cornpanies are able with reasonable accuracy to 
estimate future buying purchases of their customers (Jones and Sasser, 
1995, Heskettetal., 1997). 
Customer feedback, in the form of comments and complaints, is a source 
of information. As the feedback is occasional, it is difficult to draw 
conclusions on trends based on the feedback. Market research could be a 
useful technique for discovering why new customers switch their supplier 
and why defected customers left. Frequently, defected customers give 
"easy" answers, but in-depth interviews reveal the real reasons. After the 
real reasons are determined, the service recovery process can begin, and 
this is frequently the last chance for retaining the customer (Heskett et al., 
1997, McKenna, 1997). 
Complex service processes give greater opportunity for ser\/ice problems 
to arise and involve more customer contacts. Individual staff varies in their 
ability to handle customers, particularly in problem situations. Danaher 
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and Mattsson (1998) found that processes of higher complexity do not 
necessarily have the lowest customer satisfaction evaluation scores or the 
highest variation. It was additionally found in the study that attributes that 
make customers satisfied are not the same as those that make the 
customer loyal. 
According to Danaher and Mattsson (1998), the management of 
companies should not assume that attributes which make a customer 
satisfied with one service prpcess will be the same for all of their 
processes. Management should measure and monitor all of their service 
processes and identify factors that are unique to each process. Various 
processes must be tailored to the key attributes for a particular process, 
rather than one strategy applied for all the processes. 
In telecommunications, Nortel (Bowden, 1998) has recognized a need to 
enhance the emphasis on customer satisfaction. Nortel takes into account 
such customer base requirements as language, culture, and respondent 
influence within recipient organization in their customer satisfaction 
process. Process-based business models are means to facilitate 
continuous improve performance. Nortel has determined that only their 
very satisfied customers consistently place repeat orders. Customer value 
management must offer customers' better value than the competition 
does; the supplier needs to identify the key purchase criteria and 
attributes of the customer and customer actions need to be broken down 
into categories of actions and linked to internal process measures. 
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2.3.3 Customer Satisfaction Modeling 
The nature of customer care is very much service oriented as most goods 
are consumed at the same time as services are experienced. To satisfy a 
customer, the supplier needs to have the services that the customer 
requires (Davidow, 1986). If the customer perceives a service in a certain 
way, but expected less, then the customer is satisfied, as the formula in 
Figure 2 shows. People and organizations that use professional services 
are traditionally prepared to pay high fees for the services, because of the 
uncertainty, importance, and risk involved. The customer wants to know 
that they get the required attention. A service firm that is able of project a 
caring image and backing that image with substance is likely to success 
(Maister, 1997). 
Customer = Customer Customer 
Satisfaction Perception Expectation 
Figure 2.2 Customer satisfaction 
The customer anticipates how the service will be peri'ormed and that is 
added to his/her expectations. Customers have previous experiences 
and, based on those experiences, customers expect a service to be 
delivered in a certain way, which can be considered company-controlled 
expectations creators. Uncontrollable creators are actions of the 
competition and word of mouth. Over time these company controllable 
and uncontrollable expectations creators together form the customer's 
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standards. Customers compare services according to certain standards 
with which they are familiar and those do not necessarily relate to the 
service that is performed (Barsky, 1995, Friday and Cotts, 1995 and 
Oliver, 1996). 
It is important for the supplier to learn to think as the customer does and 
to understand why a customer is buying certain supplier's products. This 
will make it easier to act in a way that persuades the customer to 
purchase services from that supplier. Ames and HIavacek (1984) note 
that many managers lack the depth of understanding about how their 
customers operate and make their money. Frequently, companies focus 
on technicalities but neglect social relationships. Barsky (1995) notes that 
customer satisfaction is a feeling and can affect the customer's attitudes 
towards a product or a service. In a multiplication environment, it is 
necessary to remember that it is the people who collaborate (Maister, 
1997). 
Attitudes are important for the supplier as there is a strong relationship 
between attitudes and behavior. The most common multi-attribute attitude 
model of customer satisfaction is as follows (Innis and La Londe 1994): 
Ajk = I (I ik X Bijk) 
Where i = an attribute or product characteristic 
j = a brand 
k = a customer or respondent 
Ajk = Customer k's attitude score for brand j 
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I ik = The importance weight given attribute i by customer k 
B ijk = Customer k's belief as to the performance on attribute i by brand j . 
In the present study brand byre taken into consideration and the individual 
attributes for the services, i.e., brands were collected, but interviewees 
were asked to judge each of the services as a whole. Measuring purchase 
intentions is relatively straightforward and can be done merely by asking 
about products purchased from major vendors (Innis and La Londe 1994). 
In this research, not all the vendors could be covered and therefore the 
interviewees were asked to rate the likelihood o_f repurchase. This is very 
similar to the method used by Innis and La Londe (1994). 
2.3.4 Employee Satisfaction 
According to Heskett et al. (1990, 1994 and 1997), employee satisfaction 
drives customer satisfaction and customer intentions to continue to use 
services, as for example in the telecommunications with American MCI 
Communications, where a statistically significant relationship between 
these factors has been found. In Figure 3, the motivational spiral 
describes the link between employee motivation and performance. 
Heskett et al. (1997) describe this relationship between customer 
satisfaction and employee satisfaction as a mirror that reinforces positive 
relationships between customer and employee. High morale leads into 
economic success. On the other hand, failure in the marketplace leads to 
low motivation (Heskett et al. 1990, Maister, 1997). 
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Motivation Productivity & Quality 
> AJc. No . ' 
I I 
Economic 
Success 
Marketplace 
Success 
Figure 2.3 Motivational spiral 
A low employee turnover redues the need to hire new employees and 
therefore company gets a better return on their personnel investments. 
Frequently, measures of employee turnover concentrate on costs of 
recruiting and training, but employee turnover results in a loss of 
productivity and decreased customer satisfaction. Psychological 
compatibility should be taken into account in recruiting. Particularly in the 
service industry, people are an important asset of a company. Caring 
about the customer is a by-product of internal relationships and culture. 
The way customers are treated is closely linked to the way employees 
feel about their jobs and work environment and is reflected in the morale, 
motivation, and turnover of employees. Common reasons for losing good 
employees include the company's setting of high standards without 
providing the tools and capabilities to achieve those expectations. (Riggs, 
1983, Wellemin, 1984, Brown, 1992, Jarvelin et al., 1992, Glanz, 1994, 
Heskett et al., 1994 and 1997, Petrozzo and Stepper, 1994, EBarsky, 1995, 
Griffin, 1995, Morris, 1996, Maister, 1997, Reichheld, 1997). 
55 
As employees are the service providers to the customer, they have to be 
taken good care of. This includes fostering personal development, 
providing empowerment and pay in relation to achieved outcomes, as well 
as necessary time, tools, and support (Griffin, 1995, Heskett et al., 1997). 
Grant and Schlesinger(1995) note that the difference in productivity of the 
top-level performers compared to average or low-level performers could 
be quite large, which highlights the importance of recognition of top-
performers. 
One of the most common complaints from customers in both consumer 
and business-to-business services relates to changes in customer-contact 
persons. Particularly in fast growing companies with low employee 
turnover are likely to rotate their employees around the company in order 
to promote customer-contact persons and manage growth. The customer-
server relationship can help to strengthen relationships between 
customer, server, and the service firm. Over time, employees become 
more familiar with customers' needs and how to meet them. These 
customers have a stronger tendency to complain, which allows greater 
opportunity to recover errors. On the whole, lower costs and higher 
productivity can be achieved as unnecessary operations can be ignored 
(Griffin, 1995, Heskett etal., 1997). 
Customers and employees evaluate a company's recent performance 
similarly on dimensions that are important for the customers: ease of 
doing business, competence of service people, timeliness of the service, 
service representatives' availability, and interest displayed by service 
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personnel in helping customers. Customer service personnel may be in 
tlie best position to collect data from customers and organize it into 
information (Heskett et al., 1997). According to Brown (1992), frontline 
employees can predict with 90 per cent accuracy the timing and the 
nature of customer complaints. Frequently, customers and employees 
agree about a service problem. High performing (Barker, 1999) 
salespeople are more innovative, more fulfilled by their jobs, more loyal, 
and more willing to take risks than low performance salespeople. In non-
selling behavioral performance constructs, the high performance sales 
force appears to be more willing to accommodate customer's needs, 
which is likely to give them a competitive edge in building long term 
relationship. On the whole, it is unlikely that everyone in a company will 
have the same view of the customer (Saunders, 1999). 
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2.4 Customer Loyalty 
Oliver (1996) defines customer loyalty as follows: 
Customer loyalty is a deeply held commitment to rebuy or 
repertories a preferred product or service consistently in the future, 
despite situational influences and marketing efforts having the 
potential to cause switching behavior. 
According to Liljander and Strandvik (1992), customer satisfaction and 
repurchase intentions correlate positively. They found that it may be more 
beneficial to concentrate on influencing customers' experiences than 
altering their expectations in their research set-up. 
Reichheld and Sasser (1990) and Reichheld (1996) have studied 
customer lifetime value and the value of building customer loyalty by 
listening to their complaints, anticipating their defection, and 
understanding why customers move to competitors. Customers remain 
loyal because of the value they receive from the supplier. Customer 
retention means continuing an active relationship with a customer 
(Cannie, 1994, Naumann, 1994, Heskett et al., 1997, Burgeson, 1998, 
Clemmet, 1998). 
ZeithamI et al. (1996) state that recent research offers some evidence that 
service quality and customer satisfaction positively affect the customer's 
behavior. Customers, who have no service problems, have the strongest 
levels of loyalty intentions. Nevertheless, their intentions to pay more are 
not significantly higher than customers who are experiencing service 
problems that are solved satisfactorily. Therefore, companies willing to 
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improve services, particularly beyond the desired service-level, should do 
so in a cost-effective manner. 
Companies aiming for customer loyalty tailor their offerings to customers 
to fit customer demands. Products or services are delivered to customers 
with minimal inconvenience and at competitive prices. Fulfilling customer 
demands can be expensive, but these companies typically look at the 
lifetime value of the customer. The customer may additionally have to pay 
extra for premium service (Treacy and Wiersema, 1993; Wiersema, 1998, 
Anderson and Mittal, 2000). 
2.4.1 Customer Satisfaction and Customer Loyalty 
Customer satisfaction means that the customer's needs are met, product 
and services are satisfactory, and customers' experience is positive 
(Friday and Cotts, 1995, Gitomer, 1998). According to the definition, 
customer is satisfied when only minimum has been done for the 
customer. If a customer is said to be satisfied or happy about a purchase, 
the customer's overall feeling and experiences must be neutral or positive. 
Customer satisfaction itself is not an indication that there will be customer 
retention. A loyal customer is a customer whose expectations are met or 
exceeded and they proactively refer the supplier. The nature of loyalty has 
changed over time in society; nowadays it is based on mutually earned 
loyalty by the continued delivery of superior value to the customer. 
Customer loyalty can be measured and analyzed to minimize customer 
turnover and to increase the growth of key accounts. Griffin (1995) 
59 
defined a loyal customer as a customer who regularly repeats purchases, 
purchases across product and service lines, has some level of immunity 
to competitors, and refers to others (Gouillart and Sturdivant, 1994, 
Hepworth and Mateus 1994, Wellington, 1995, Reichheld, 1997, Dickey 
1998, Gitomer, 1998). 
Kaplan and Norton (1996) propose that managers should have a clear 
idea of their targeted customers and a specific set of core outcome 
measurements such as customer satisfaction, retention, and profitability. 
Customer satisfaction measurements have frequently yielded results 
suggesting that the relationship between customer satisfaction and 
customer loyalty is not constant. According to recent research, this link 
has proven to be the least reliable. Aggressive pricing policies could lure 
customers away from excellent service providers, which can affect short-
term measures (Heskett et al., 1997). 
Hallowell's study (1996) illustrates the potential impact of customer 
satisfaction on profit in the banking industry. Analysis provides an 
indication of the increase in profit resulting from an improvement in 
customer satisfaction, where the causality hypothesized in the service 
management literature exists. Hallowell (1996) states that the relationship 
among customer satisfaction, customer loyalty, and profitability warrants 
further research. 
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According to Ruyter and Bloemer (1999), the relationship between loyalty 
and satisfaction has remained equivocal. This may be even truer for 
services that are delivered over longer periods. Oliva et al. (1992) argue 
that the relationship between service satisfaction and customer loyalty is 
non-linear. Anderson and Mittal (2000) argue that the links between 
customer satisfaction and customer retention can have asymmetric and 
non-linear aspects. Heskett et al. (1994 and 1997) propose that job 
satisfaction and customer satisfaction are closely related. Furthermore, 
Heskett et al. (1997) claim that there is direct and strong relationship 
between profit, growth, customer loyalty, customer satisfaction, value of 
the goods and services delivered to customers, and employee capability, 
satisfaction, loyalty, and productivity. Oliver (1996) also states that quality, 
satisfaction, and loyalty have an impact on profits. Ruyter and Bloemer 
(1999) in their attempt to extend knowledge about loyalty in services by 
including value attainment as a factor, argue that, in cases of relatively 
high levels of satisfaction, satisfaction would be the most important 
determinant of customer loyalty. However, in cases of extended service 
encounters, it may not always be possible to attain high levels of 
satisfaction. 
Extended service encounters (Price et al., 1995) have the following 
characteristics as they represent interpersonal relationships: duration, an 
affective or emotional content, and the spatial proximity of service 
provider and customer. In these encounters, value attainment and positive 
mood may have an additional impact on customer loyalty intentions 
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(Ruyter and Bloemer, 1999). Nevertheless, Ruyter and Bloemer (1999) 
studied the simultaneous effects of satisfaction, value attainment, and 
mood on customer loyalty, as there is some empirical evidence of an 
interaction effect among value attainment, mood, and consumer 
evaluations of the service experience. The relative importance of value 
attainment is considered to be greater than that of mood and therefore it 
is likely that value attainment similarly has a stronger impact on the 
satisfaction-loyalty relationship than mood. However, more research is 
required on the conceptual difference between satisfaction and mood. 
2.4.2 Service Satisfaction and Loyalty 
Oliva et al. (1992) propose that the relationship between service 
satisfaction and loyalty is nonlinear. However, in cases of high satisfaction 
levels, a direct relationship with loyalty exists. Figure 4 show that when 
consumers are not maximally satisfied, value attainment and mood have 
an influence on loyalty. The influence of value attainment and mood is 
outside the scope of the present study, because the present study was 
conducted in a business-to-business environment. 
poeitivBn»od 
valua atleinmsfit 
Figure 2.4 Conceptual frameworks of satisfaction, positive mood, 
value attainment, and loyalty (Ruyter and Bloemer, 1999, p. 327) 
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Oliva et al. (1992) additionally point out that customer's behavior lags 
behind customer satisfaction, which makes it increasingly complicated to 
model the customer satisfaction-loyalty. They propose that the 
satisfaction-loyalty relationship can be either linear or non-linear 
depending on the level of customer involvement. Any enhancement of 
service is regarded as investment. As a supplier has documented all 
service encounters, it should establish what is the relation between 
customer satisfaction and loyalty on all the major dimensions of service. 
In practice, the supplier can then looks at loyalty and identify key non-
linear variables of services. In key variables there should exist three types 
of variables: variables whereby the supplier underperforms compared to 
the competitors, variables from which major increases in loyalty can be 
gained for relatively small investments, and increases in service that can 
be made by drawing on assets of the firm that are relatively inappropriate 
for the competitors. 
Although most marketing research has focused on frequently purchased 
package goods, i.e., brand loyalty, the loyalty concept is similarly 
important for industrial goods (vendor loyalty) and services (service 
loyalty) (Dick and Basu 1994). According to Dick and Basu (1994), from 
the point of view of attitude-behavior consistency, the stronger the relative 
attitude toward a brand, the more likely the individual is to overcome 
countervailing social norms and situational contingencies such as 
incentives for brand switching through reduced prices. 
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Prus and Brandt (1995) suggest that customer loyalty is reflected by a 
combination of attitudes and behaviors. Attitudes include intention to buy 
again, willingness to recommend the supplier, and a resistance to switch 
to a competitor. Customer behavior includes repeat purchasing, 
purchasing of more and different products or services from the supplier, 
and recommending the supplier to others. 
The criteria for loyalty measurement include customer behavior, intended 
customer behavior, and the factors that impact customer behavior. 
Customer behavior relates specifically to actual customer buying and 
referral activity. Customer behavior can be used to validate previous 
intended behaviors and the economic models developtjd. Intended 
customer behavior is what the customer tells the supplier that they intend 
to do. The factors affecting customer behavior can be used for forecasting 
what the customer will do in the future. Among these factors are the 
customer's perception of the supplier's knowledge of customer needs, 
product, and service knowledge, appropriateness of product 
recommendations, post sale follow-up, and effectiveness of 
communication (Peck, 1997). 
In the service environment, perceived service quality is viewed as a key 
determinant of satisfaction with potential consequences for repeat 
purchase. An industrial vendor may focus explicitly on customer 
satisfaction. Customer satisfaction has been identified as a key driver for 
customer loyalty (Finkelman and Goland 1990). In addition, managing 
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interpersonal relationships and creating industry-wide networks may 
facilitate strengthening of the repeat-purchase relationship (Dick and Basu 
1994). 
When customers buy, they go through a purchase cycle, which consists of 
awareness of the product, initial purchase, post purchase evaluation, a 
repurchase decision that includes a positive attitude towards the product, 
and actual repurchase. For loyalty to exist, it is necessary that the product 
or service has high attachment compared to a potential alternative, and 
the customer repeats the purchase. After attachment to the product or 
service, a second factor determining loyalty is repeat patronage. Four 
loyalty types emerge with the cross-classification of attachment (low and 
high) and repeat purchase patterns (low and high): no loyalty, latent 
loyalty, inertia loyalty, and premium loyalty. Inertia loyalty is buying based 
on a habit, latent loyalty depends on situational effects rather than 
attitudinal influences. Premium loyalty is the preferred type of loyalty 
combined with high attachment and high repeat purchase (Griffin, 1995). 
Normally it is cheaper to retain existing customers than to attract new 
ones (Tschohl, 1995). According to British Airways, it costs six times 
more to acquire a new customer than to keep an old one (Wiersema, 
1998). The benefits of loyalty are cumulative and long-term, because it 
becomes easier to serve an existing customer. Increased loyalty among 
customers brings savings to the company in the form of reduced 
marketing costs, lower transaction costs, reduced customer turnover 
expenses, increased cross-selling, more positive mouth-to-mouth reports, 
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and reduced failure costs (Griffin, 1995). Therefore, sales margins to 
existing customers should be higher. Sales margins can be even higher if 
existing customers received price reductions, as frequently these 
customers are fewer prices sensitive to new products and monetary 
margins increase from overall relationship. Companies with long-time 
customers can frequently charge more for their products and services 
because of the customers' confidence in the business (Reichheld and 
Sasser, 1990). 
The greatest impact of the efforts to retain customers comes through 
positive referrals, which is valid for both industrial and consumer products. 
According to a study for the US Office of Consumer Affairs, a satisfied 
customer tells five people about their experience and a dissatisfied person 
tells eleven people about his experience (Heskett et al., 1997). 
Nowadays, experience shows that the cost of winning new customers is 
becoming increasingly expensive. Before a company can make a sale, it 
must be familiar and recognizable to the customer. Business markets are 
unlikely to be one-off deals. Key decision factors in most industrial buying 
situation (Ames and HIavacek, 1984) include special capabilities of a 
product, consistent quality, helpfulness of the relationship between the 
customer and supplier, time of delivery, previous experience, price, and 
cost-benefit value. In cases of large investments, sales occur after 
extensive negotiations and the first sales may be merely a test prior to 
larger deals (Ford et al., 1998). In long term relationships, honest facts will 
be more beneficial in loyalty business, as customer will find out the facts 
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anyway. The most critical time for trust building may be the first 
encounters; not over promising is one the ways to foster trust between 
customers and supplier. The customer's every purchase has an effect on 
the customer relationship and customer loyalty. When a sale is made, the 
customer buys together with the product a perception it has of the product 
and the company (Griffin, 1995). 
Martensen et al. (2000) it was observed that, in Denmark, relatively new 
markets have greater customer satisfaction and loyalty than previous 
monopolies, but less than well-established markets. The lowest index 
values were received for perceived value, which was even lower than the 
customer satisfaction index. The index for products was higher than the 
index for service. Martensen et al. (2000) point out that industries in which 
it was simple to evaluate the product, customer loyalty is driven by the 
product itself. However, in areas that are more complex to evaluate, 
loyalty is image driven. In automobile market company image has the 
greatest impact on customer satisfaction and loyalty. 
2.4.3 Loyalty and Profit 
The impact of customer satisfaction on customer loyalty is not the same 
for all industries (Fornell, 1992, Anderson and Mittal, 2000). Heskett et al. 
(1997) describes customer satisfaction and customer loyalty as in Figure 
5, where they do not vary directly. In situations where customers have a 
range of choices, a relatively low cost of changing supplier, few 
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government regulations limiting competition, and few loyalty-promotion 
programmes seem to produce curves similar to those relating to 
automobiles, as in Figure 5 (Jones and Sasser, 1995, Heskett et al., 
1997). 
If competition is limited and switching costs are raised, the curve may 
begin to resemble the local telephone curve in Figure 5. Customers 
become captives, a situation that is referred to as false loyalty. The 
customer appears to be loyal but that is due to the lack of good 
substitutes, but more sophisticated customers focus on service levels 
(Davidow, 1986, Jones and Sasser, 1995, Burgeson, 1998). Particularly in 
the business-to-business environment, switching barriers can prevent 
even dissatisfied customers from switching to a competitor (Fornell, 1992 
and Barsky, 1995). Strategies aim to achieve a competitive edge over the 
competition. In order to be sustainable, it may be necessary to build 
protective barriers around a company and its products. This can be done 
by ensuring a fit between the company and its environment, creating a 
market-responsive organization, and enabling strong customer and 
supplier relationships (Wellington, 1995). If there is competition and 
reduction in switching costs, this may result in an immediate loss of 
customer loyalty. Organizations that have not selected their segments 
frequently attempt to please everybody, which can result in too many 
merely satisfied customers (Porter, 1985, Jones and Sasser, 1995, 
Heskett et al., 1997). 
In order to transform customers into loyal customers, a supplier can study 
its customers. A supplier can also construct barriers to switching, which 
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may be economic, physical, or psychological. Barriers make first time 
sales for the supplier more difficult but can be eliminated by external 
forces (Fornell, 1992). In addition, the supplier can hire and train its 
customers for loyalty, try to motivate its staff, and use marketing to create 
loyalty (Griffin, 1995). 
Customer 
Loyalty 
CiBtcOTier 
Satisfaction 
Figure2.5 Customer satisfaction-loyalty curves in different industries 
(Jones and Sasser, 1995, page 91) 
People become loyal customers in stages, according to Griffin (1995) and 
Vavra (1995). In the first stage, the prospective customer becomes a 
suspect, who may be anyone that might buy the product or service. In the 
second stage, a prospect must have a need for the product or service. In 
the third stage, the customer is a disqualified prospect as the company 
has discovered that the customer does not need the product or does not 
have the ability to buy the product. First-time customers are those who 
have bought once and repeat customers have bought twice or more. A 
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client purchases regularly and supplier has ongoing relationship with this 
customer. The customer as advocate is the last stage. An advocate 
purchases regularly as a client, but additionally encourages others to buy 
from the company. An inactive customer has bought from the company, 
but has not purchased from the company for a period that is longer than 
the normal purchase cycle (Griffin, 1995). 
In Figure, apostles are customers who are loyal and also refer the 
services to others. Word-of mouth is an effective measure of loyalty, as 
the one giving the reference has no financial motive for doing so. 
Customers that have heard word-of-mouth recommendations need less 
selling time, have greater loyalty potential, and are ready to buy. Apostles 
wish to keep the company in business and if the supplier performs, the 
advocate will look good in the eyes of the customer. Mercenaries are 
those who go for the lowest price no matter what. Hostages are those 
customers that are not loyal, but who are forced to purchase the service. 
Terrorists are dissatisfied; they have the option of using other services 
and tell others how dissatisfied they are with the supplier (Jones and 
Sasser, 1995, Bhote, 1996, Heskett et al., 1997). 
Many people question if it is sensible to strive to attain total customer 
satisfaction. The reasoning behind this is perhaps the assumptions that it 
is enough to satisfy customers and investment in completely satisfying a 
customer is rarely worth it. Based on that improvement, efforts should be 
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concentrated on customers that rank lowest in satisfaction surveys (Jones 
and Sasser, 1995 and Heskettet al., 1997). 
Measurements of the impact of customer satisfaction on loyalty and 
profitability suggest strategies for investing in customer satisfaction 
(Jones and Sasser, 1995, Prus and Brandt, 1995, Heskett et al., 1997). 
The measurement suggests that the most important groups would be 
apostles, near apostles, and terrorists. Neutralizing terrorists seem to 
produce the highest return result, as they have the highest potential 
negative value. Terrorists spread negative information about the supplier. 
If this can be prevented, the negative advertising would also stop. The 
second highest returns on investment are produced by apostles and near 
apostles. Apostles can be an extension of the sales department and for 
the same reason near apostles may be a good investment. Maintaining 
apostles could require merely thanking them for the business they bring, 
but because of their value, extraordinary efforts may be justified. Near 
apostles represent the least certain target group, as it depends on 
individuals whether or not they tell others about their satisfaction. 
Apostles' behavior may be more dependent on the social behavior of an 
individual and therefore, it may not depend on the supplier's capabilities to 
create apostles (Jones and Sasser, 1995, Heskett et al., 1997). 
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Loyalty 
Customer 
Satisfaction 
Figure 2.6 Different kind of customers (Heskett et a!., 1997) 
Loyalty programmes should be selective and targeted exclusively at major 
customers as it should reward long-standing key customers rather than 
trying to buy customer loyalty (Wellington, 1995, Quinn, 1996). The 
success of the loyalty programme can be measured by first, second, and 
third order effects. The first order effect is the creation of customer loyalty. 
Second order effects are growing revenue, declining costs, and increased 
employee retention. Third order effects can be seen as increased profits. 
Traditional accounting causes problems for customer loyalty. Biased 
accounting methods yield price distortions that disrupt the calculations of 
economics associated with customer loyalty and can lead into decisions 
that can actually reduce loyalty (Wellington, 1995, Griffin, 1995, Maister, 
1997, Wiersema, 1998). In the case of a loyal customer, the customer 
knows the basics of the products and services, and efforts can be directed 
towards new features and elements. It is difficult for companies to see the 
profitability of loyal customers, as accounting systems are designed to 
show short-term gains and not to help tracking the benefits of maintaining 
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a relationship with the customer for long time (Griffin, 1995). Griffin (1995) 
highlights the importance of the second buy as it is done based on a new 
set of criteria. Customers repeat purchases with a substantiated 
preference about the purchase. Supplier's aim (Heskett et al., 1997) is to 
increase shares of purchasers that have biggest need for a product or 
service or who tend to build a strong loyalty. 
According to Wiersema (1998), concentrating on the strengths rather than 
weaknesses is the most effective way of developing customer loyalty. 
Successful companies have initiated the transition to customer-loyalty by 
revamping their core process, changing the measurement and reward 
system, and exercising selectivity with customers. In order to establish 
one-on-one rapport with customers and assure customer that there is 
someone who knows and cares about them; companies have established 
a single point of contact in which an account specialist handles all the 
concerns of a particular customer. 
In many industries, suppliers have situations where winning the initial 
contract has an advantage in obtaining the longer-term follow-on 
business. Ames and HIavacek (1984) have identified that patents and 
proprietary products, non-interchangeable parts, inventories at economic 
minimum, and cost of retraining represent ways of creating strong links for 
follow-on business. If a supplier can influence the specifications of the 
initial order, the supplier can be presented as the only one with the 
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necessary performance capabilities. Witliout strong linl<s between initial 
and follow-on sales, a supplier should not price low. 
Glanz (1994) has identified regular communication, service guarantees, 
personalized service, customer education, and extraordinary recovery as 
ways to improve customer retention. When customers (Wayland and 
Cole, 1997) are given an opportunity to influence the design or delivery of 
a product, they will usually become loyal purchasers. 
2.4.4 Loyalty and Defected Customers 
Unresponsive service departments are considered responsible for more 
customer dissatisfaction than the original source of complaint 
(Anonymous, 1987). Frequently, in order to satisfy a customer, it is 
enough to listen to the customer (Wiersema, 1998). Hepworth and Mateus 
(1994) found that up to 40 per cent of customer dissatisfaction is due to 
problems caused by the customers themselves. Customer dissatisfaction 
is linked to the negative experiences with an organization and the extent 
to which negative experiences result in customer defection should be 
measured. Customers who contact a supplier do not represent the entire 
customer base. The majority of customer-initiated responses derive from 
negative experiences and they should be analyzed, but strategic change 
should not be based on those. A proactive approach involves additionally 
actively contacting customers who do not contact a supplier to complain 
or initiate contact (Naumann, 1994). 
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A supplier needs to seek early customer feedback. Keeping the customer 
satisfied requires that the supplier identify the dissatisfaction in the 
customer organization, respond to it, recover the situation, and provide 
something extra for the customer. Defected customers can be used as an 
early warning signal, and those customers should be asked why they left 
the supplier. With the use of information technology, a supplier can 
continuously analyze trends and management can be alerted if a pattern 
of customer loss begins to develop (Jeffery, 1996). In continuous 
business, companies can form groups that deal with customers who wish 
to discontinue their retention (Reichheld and Sasser, 1990, Griffin, 1995, 
ZeithamI et al., 1996, Peck, 1997). Primarily, customers wish to have a 
recovery that solves their problem; the apology is not so important. 
According to Wellington (1995), companies that have adopted continuous 
and gradual improvement tend to be better placed than other companies 
to deal with issues that make customers dissatisfied. Customer feedback 
and discussions with the customer are important means of maintaining 
customer loyalty. If there is no feedback coming from the customer, things 
are going wrong and customers could be leaving rather than continuing 
business. The most effective ways of keeping customers is to make it 
easy for them to give feedback. Repairs, refunds, and warranties are 
frequently sources of problems; reducing unnecessary hassle can be 
beneficial (Leie and Sheth, 1987, Sewell and Brown, 1990, Griffin, 1995, 
Gitomer, 1998). 
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studies show (Cannie, 1994) that if customers have an opportunity to talk 
about problems that they experience with products or services, it 
increases the likeliness of future purchases. Customers who leave 
(Griffin, 1995) normally create more distance between themselves and the 
supplier. Signs of this kind of behavior are: customer approval becomes 
slower, access to upper-level management decreases, flow of customer 
data slows, plans for future work become shorter-term, products or 
services are discontinued, and volume of business with the supplier is 
reduced. A slow-paying customer (Riggs, 1983) could be a sign of an 
unhappy customer. In high-technology companies, customers normally 
have the option of not approving or accepting installations until they are 
completed successfully. 
Defected customers, who can be either partially or completely defected, 
know what is failing in the supplier's value proposition. It is worth 
prioritizing customers and seeking to retain core customers. In order to 
retain their core customers, suppliers can discover who are the most 
profitable and loyal customers, which customers place the greatest value 
on the supplier's offers, and which of the supplier's customers are worth 
more to the supplier than to competitors. In order to act sufficiently early, 
a company should define what defection means and when actions should 
be taken (Cannie, 1994). The key to customer loyalty is to create superior 
value for the customer. The key to value creation is learning, and 
customer defections frequently provide excellent opportunities to learn 
from failures (Reichheld and Sasser, 1990, Oliver, 1996, Reichheld, 1996 
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and Heskett et al., 1997,Wiersema, 1998, Rytk6ne7frT^9"9). There are 
three types of company that do not take the time to build a beneficial 
relationship: one-time buyers, self-sufficient, control-obsessed companies, 
and companies that have no patience (Wiersema, 1998). If a customer is 
dissatisfied and loud, it may be better for the supplier if the customer is 
advised to choose another supplier (Reichheld and Sasser, 1990, 
Reichheld, 1996, Heskett et al., 1997). 
Total customer satisfaction can. be achieved without perfect design and 
delivery of services, but this requires service recovery capabilities. As 
services are performed and consumed frequently in the presence of a 
customer, it is evident that mistakes do happen. With regards to services, 
good service recovery in ways that exceed customers' expectations may 
produce higher satisfaction levels than services provided well at first. In 
certain industries (Hepworth and Mateus, 1994), the customer loyalty rate 
is higher after a problem has been found and resolved to the customer's 
satisfaction than if there are no problems. However, over half of the efforts 
to respond to customer complaints merely reinforce negative reactions to 
a service. Service recovery shifts the emphasis of the cost of pleasing the 
customer to the value of doing so. For the customer-supplier relationship 
to become productive and profitable, it is necessary that the service 
provider is able consistently to deliver high quality to the customer. In this 
event, successful service recoveries are of limited value, as the customer 
feels that the risk of not getting the expected service has become higher 
(Heskett et al., 1997). The income over the lifetime of a customer 
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relationship, when extended by the favorable word-of-mouth resulting 
from effective service recovery can frequently be several times the cost of 
handling customer complaints and providing effective service recovery 
(Hart et al. 1990, Sewell and Brown, 1990, Glanz, 1994, Griffin, 1995, 
Heskettetal., 1997). 
Customer service personnel should be trained to have the necessary 
skills, motivation, and authority for successful service recoveries. Service 
recovery is an important part of service culture for providing service under 
any circumstances. When problems arise, it provides an opportunity to do 
extra for the customer and win the customer for good. Problems can arise 
with a new first-time customer relationship. If a problem (Griffin, 1995) 
occurs during the first six-months, the customer will assume that these 
problems will occur frequently. It seems that service recovery skills are 
particularly difficult for companies that have adopted quality-control ideas 
and have streamlined their service-delivery systems. Variation in service 
provision is inevitable. Service is performed (Patton, 1980) by individuals, 
and therefore service procedures are inconsistent, variable, 
individualized, and frequently imprecise. Companies that are capable of 
making good service recoveries are normally those with service 
guarantees. According to Hart (1988), good service guarantees can be 
characterized as unconditional, easy to understand, meaningful, easy to 
invoke, and easy to collect (Hart et al., 1990, Brown, 1992). 
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2.4.5 Customer Relationships 
A large number of studies of the relationships among companies within 
business networks have been conducted by the International (Industrial) 
Marketing and Purchasing (IMP) group (Holmlund, 1997, Holmlund and 
Strandvik, 1999). The interest in relationships has developed since the 
beginning of the 1980's, chiefly as a result of the research conducted by 
the IMP group. Most research conducted by the IMP group is inductive in 
nature; the studies concentrate on such concepts as bonding, 
adaptations, and development of trust and mutuality (Jarvelin, 2001). In 
recent years, the interest in relationship marketing has increased the 
focus on long-term relationships (Jarvelin, 2001). According to Holmlund 
(1997), many business markets are characterized by stability and long-
lasting relationships between companies. 
Business-to-business service relationships have attracted relatively little 
attention in marketing literature. Relationships between buyer and seller 
represent a typical way of organizing the exchanges in business-to-
business services. Another important reason for studying business 
services is the opportunity for a dyadic view (Jarvelin, 2001). Storbacka et 
al. (1994) note that there is lack of studies investigating customer 
relationship economics, i.e. the link between perception measures 
(service quality, satisfaction, and intentions) and action measures 
(purchase loyalty, purchase volume, word-of-mouth behavior, and long 
term customer relationship profitability). 
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In industrial relationships and networks studies, a great deal of interest 
has been directed towards activities and resources. Recently, the evolving 
relationship perspective has encouraged a change in interest from service 
quality to relationship quality. In relationship satisfaction studies, the 
relationship satisfaction is seen as the outcome of the interaction within 
the business relationship. Therefore, relationship satisfaction is a concept 
linked to the relationship. Relationship quality can be studied from the 
seller's or the buyer's perspective or a combination of the two. 
Relationship quality and evaluation of business relationships can be seen 
to be an antecedent to such other concepts as value, satisfaction, trust, 
and commitment, which tie companies more firmly together. The concepts 
of trust and commitment are gaining more interest among network and 
interaction researchers, but the base on which they are built is not 
thoroughly researched. The network and interaction approaches study the 
buyer-seller relationship in a single company, dyad, or network, which has 
been found useful in analyzing buyer-seller relationships. Although certain 
studies have applied a dynamic perspective to the relationship, the 
dynamic approach remains novel (Storbacka et al., 1994, Holmlund and 
Strandvik, 1999, Leminen, 1999, Jarvelin, 2001). 
According to Gronroos (1993), the objective of relationship marketing is to 
establish, maintain, and enhance relationships with customers at a profit. 
In a relationship marketing perspective, the focus is not on service 
encounters as such. The encounter is seen as an element in an ongoing 
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sequence of episodes between the customer and the service company 
(Storbacl<a et al., 994, Bitner, 1995, Holmlund and Strandvik, 1999, 
Leminen, 1999). Service quality and customer satisfaction can be 
experienced at both an episode and a relationship level. A satisfied 
customer is seen to create a strong relationship with the supplier, which 
leads to relationship longevity, i.e. length of a relationship. Relationship 
longevity is important for the supplier both from efficiency and a 
profitability point of view (Storbacka et al., 1994). In customer loyalty, 
building a lasting relationship is the key; customers are more likely to 
become loyal if they have developed a personal relationship with the 
company's staff. This relationship can be symbiotic and beneficial for both 
the customer and the supplier (Griffin, 1995). 
Fulfilling customer's requirements, customizing products or services to 
meet customer's needs, managing to select the customers from the 
marketplace, and implementing a customer-loyalty programme, if it is 
profitable, are seen as basic strategies for a successful partnership 
(Wellington, 1995). Wiersema (1998) considers that companies who know 
what they are able to deliver and focus on tailoring it to a specific model 
can create fruitful relationships with customers. While companies should 
tailor, producing too much variety can increase costs and ultimately drive 
the customers away. 
When the partnership starts growing, it is important that the supplier 
focuses on the customer's customer. In an ongoing relationship, both 
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parties should reap the benefits of the relationship. In a successful 
operational joint partnership, the supplier and customer should 
synchronies their information and technology. Ultimately, this can lead to 
business integration. The supplier should not limit its performance 
measurement merely to its own results, but it should also track its 
customers' performance (Wiersema, 1998). 
Peck (1997) has identified certain measures of the strength of the 
customer relationship, including overall satisfaction, customer loyalty, 
customer recommendations, personalized support, responsiveness, 
speaking to appropriate people, following-up after a sale, knowledge of 
the customer's business, product knowledge, and new product 
information. 
Identifying decision-makers in the customer organization normally 
requires numerous visits to the customer organization. While not every 
contact with the customer can be justified on a cost basis, a relationship is 
built by such contacts. This interaction assists the supplier in discovering 
the customer's real needs and reduces the possibility of misunderstanding 
the customer. In many cases, dissatisfaction derives from the supplier's 
misunderstanding of what is important to the customer. Success is the 
measure of the relationship (Ames and HIavacek, 1984, Griffin, 1995, 
Peck, 1997). 
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The development of a new relationship requires investment from both 
parties, and the relationship may generate revenue only after a long 
period. The costs should be less than the gained benefits, but relationship 
benefits tend to be more complicated and are frequently difficult to 
allocate to a particular supplier. Patterns of relationship development vary 
from industry to industry; it is not uncommon that when significant 
investments are required, the payback time could be several years. It 
seems that frequently companies realize the importance of the 
relationships to their suppliers, but the importance of the relationships to 
the customers is neglected (Ford et al., 1998). 
Companies can choose between loose and close relationships. In loose 
relationships, there is little interaction between the companies. 
Requirements by the companies are stable and can be satisfied normally 
by existing products with minimal adaptations in products and services. 
Close relationships make sense in case the costs are offset by the 
benefits. Close relationships decrease the independence of companies 
(Ford etal., 1998). 
Companies should consider costs relating to customer service as an 
investment. The money spent on customer loyalty can be little compared 
to cost of losing a customer (Reichheld and Sasser, 1990, Anderson and 
Mittal, 2000). Communication with the decision-makers must be 
maintained even after the purchase decisions have been made. 
Competitors make approaches to decision makers constantly, and 
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keeping the operational level satisfied is therefore not enough (Griffin, 
1995). 
In a competitive environment, it is important to maintain excellent 
relationships with the existing client base. Remaining successful in a 
highly competitive environment requires considerable creativity and effort. 
Frequent interaction with customers is essential for retaining current 
customers and may increase customers' purchases. A good relationship 
can be maintained through frequent visits, personalized contacts, and by 
improving quality assurance programmes and customer support (Smith, 
1999). 
Vavra (1995) identifies common objectives in customer communication 
programmes. They are to position the company, to inform and educate 
customers about products or services, to stimulate and reaffirm 
customer's purchasing, to make customers feel appreciated, and to help 
manage the company's perspective on issues. Customer relationship 
management programmes should focus on determining what marketing 
activities are important to developing relationships, and on the role of 
information systems in formalizing and streamlining customer contact 
activities (Clemmet, 1998). 
Seines (1995) addresses the complementary role of satisfaction and trust 
in maintaining and enhancing the relationship between a supplier and a 
buyer, as they can possibly reduce the perceived risk. Relationship 
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continuity does not require trust, but trust is a strong antecedent of the 
motivation to enhance the scope of relationship. Trust can be built by 
exchanging information, handling foreseen problems and conflicts, and 
flexibly adjusting products to the customers' demands. Satisfaction with 
products and services has been documented empirically as affecting the 
buyer's decision to continue a relationship (Fornell, 1992). Satisfaction is 
an evaluation of an outcome compared to a certain norm. Communication 
can be an important source of satisfaction, as it can lead to a shared 
understanding of performance outcome and expectations (Seines, 1997). 
Storbacka et al. (1994) recognize other aspects of relationship strength 
than customer satisfaction, such as the existence of bonds between the 
customer and the supplier. Within the interaction approach and the 
network approach to industrial marketing, six different types of bonds are 
proposed. These bonds create effective exit barriers for the consumer. 
Commitment of the customers is another approach to achieving 
relationship strength. Companies need a systematic analysis of 
relationship configurations including services and channels used by the 
customer, and the episode configuration (Storbacka et al., 1994, Berry, 
1995, Holmlund and Strandvik, 1999). 
Seines (1997) found, in the case of a food producer serving Norwegian 
institutional markets, that communication increases both trust and 
satisfaction to the supplier. Therefore, an attempt from a supplier to 
enhance the scope of the relationship with a customer who is dissatisfied 
is likely to fail. Low or moderate levels of satisfaction and trust are seen 
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as a reason why several suppliers fail to develop closer relationships with 
their customers. In cases whereby the customer is not able to evaluate 
quality, Seines (1997) predicts that brand reputation, which is related to 
trust, drives loyalty. More collaborative relationship thinking can provide 
potential solution, for example for the handling of the third party 
equipment, where the customer can act as a distributor for the products of 
the supplier. Better co-ordination can improve service levels and reduce 
inventories (Ford et al., 1998). 
According to Maister (1997), good relationship management is very 
important when it comes to making referrals. He found that only 10 per 
cent of all referrals were found to be cases where technical issues or 
results were given as a reason for referral. In 90 per cent of the cases, the 
reason for referrals was related to the relationship issues. In order to be 
successful, companies need a systematic approach; it must be measured, 
managed, there have to be tools, training available, and those involved 
must be rewarded. 
For the supplier-customer relationship to flourish, pricing needs to be fair. 
The customer's perception of fairness is dependent on the way a product 
is presented and how utility is derived from it after purchase. Customers 
know the value of reliable deliveries. Only a co-operating customer and 
supplier can achieve high levels of supplier performance. Co-operation 
deepens with time; each side becomes more dependent on each other. 
Customers have learned that a multi-supplier environment does not 
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guarantee supply, because most suppliers tend to run out of capacity 
simultaneously. Capacity problems can be overcome only through mutual 
capacity planning. In a stronger relationship, the customer becomes a 
unique market segment. If the customer is in a business where the prices 
decline steadily, the supplier attempts to reduce prices steadily, even if 
there is no market pressure. The customer in turn will compensate to the 
supplier that it has received deliveries in times of short supply during 
weaker times (Davidow, 1986). 
2.4.6 Dimensions of Customer Relationships 
Customer relationships can be divided into several dimensions. Wayland 
and Cole (1997) categories the relationship value as follows: 
• Customer portfolio management 
• Value proposition design 
• Value-added role 
• Reward and risk sharing 
According to Wayland and Cole (1997), customer portfolio management 
handles the selection and management of customer relationships. Value 
proposition design is concerned with a company's contribution to its 
customers' value chain. Added value role refers to a company's position 
within the industry's added value chain. Reward and risk sharing is tied to 
the basis on which customers and suppliers interact to create and share 
value. Companies can increase value for their customers and 
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shareholders by choosing optimal positions that suit their markets best. 
The customer portfolio can be managed at three different levels: 
individual, group, or market level. New technologies nowadays enable the 
management of customers increasingly on an individual basis, but this 
requires a deeper knowledge of the customers and more investment in 
those customers. 
Wayland and Cole (1997) claim that value proposition is the most 
common way that companies can Increase the value offered to 
customers. A supplier can increase the value of its relationship with its 
customers by serving a larger part of the customers' value chain. This can 
be done by means of a core product, extended offer, or a total solution. A 
core product Is a clear package. In total solution, the seller is involved in 
all or most of the buyer's activities related. 
Value-added role (Wayland and Cole, 1997) relates to how the supplier 
can create value for the customer and how it is delivered to the customer. 
Value-added roles can be divided into product, process, and network 
managers. The product manager creates value by combining Inputs into a 
product. The process manager's role involves maintaining several 
contacts continuously, and the supplier's aim is to supply a part of the 
customer's value chain. The network manager takes a central position, as 
the supplier acts as an intermediary that manages the flow of the value 
chain by matching buyers and sellers in order to achieve specific 
objectives. 
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Selecting a balance between risk and reward addresses the ways buyers 
and sellers create and share value (Wayland and Cole, 1997). Risk and 
reward sharing can be divided into neutral or market based rewards 
sharing, performance-based sharing, and outcome-based sharing. In 
performance-based sharing, buyers can create incentives for the seller 
based on its performance. Outcome-based sharing can be compared to a 
partnership. 
Communication is an essential part of a relationship. The more the 
supplier is engaged in two-way conversations, the greater is the potential 
for establishing a bond between the supplier and the customer. Many 
high-tech products and services require face-to-face contacts (Wayland 
and Cole, 1997). According to Dijksterhuis et al. (1999), co-evolutionary 
effects of organizations can take place both within a company and 
between companies, and therefore interacting with only certain customer 
persons is not enough. 
The seller-buyer relationship is a dynamic and mutual relationship. A 
close relationship does not necessarily mean a good relationship. The 
quality of a relationship depends on the seller and buyer and how much 
they wish to invest into the relationship. Buyer-seller relationships will 
frequently create even more value if effective means for collaboration are 
available. Normally, relationships are not "null-sum" games, and therefore 
the buyer and seller can gain by collaborating. The most important 
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conditions for collaboration are bargaining power, appropriability, 
relationship management costs, and complementarily. Bargaining power 
is a reflection of the market structure. In a perfect market neither buyer 
nor seller has the incentive to invest in an extended relationship. 
Appropriability refers to the likelihood of making a return on the 
investment in the relationship. Relationship management costs include 
search, surveillance, monitoring, and ownership costs. Complementarily 
refers to competencies, resources, and knowledge brought into the 
relationship by the various parties (Wayland and Cole, 1997, Storbacka et 
ql., 1994). 
2.4.7 Buyer-Seller Uncertainties 
The buyer's situation is clear if the buyer knows what he needs. Normally, 
however, buyers have at least three kinds of uncertainties: need 
uncertainty, market uncertainty, and transaction uncertainty. A seller can 
attempt to take advantage of the buyer's uncertainties by the manipulation 
of uncertainties for the seller's benefit and use of its abilities. The seller's 
abilities include of problem solving and transfer ability. The importance of 
transfer abilities increases as the uncertainty declines (Ford et al., 1998). 
A seller's uncertainties include capacity uncertainty, application 
uncertainty, and transaction uncertainty. A buyer can also attempt \o 
influence the seller by manipulating the uncertainties to his benefit and to 
use his abilities. A buyer's abilities include demand ability and transfer 
ability, which refers to the buyer's skill as a partner to transfer information 
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on volume, timing, logistics skills, and ability to pay bills {Ford et al., 
1998). 
The development of a relationship depends on the interactions between 
the individuals. Over time, both parties learn about each other's abilities 
and uncertainties. In a long-term relationship, mutual trust is important. 
Distance can also have a role to play in relationships. Relationships are 
valuable as they create efficiency and innovativeness for the company. 
Relationships can also be useful for gaining information and influencing 
others (Ford et al., 1998). 
Relationships evolve through stages, which include the pre-relationship 
stage, exploratory stage, developing stage, and stable stage. The pre-
relationship stage is for checking if the other party is a suitable partner. In 
the exploratory stage, the buyer and supplier negotiate a purchase, but 
there is still a lack of trust, and concerns about commitment. The 
developing stage can be characterized as a period of mutual learning. In 
the stable stage, routines can be established and the relationship can be 
institutionalized (Ford et al., 1998). 
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2.5 Product Support and After sales Services 
According to Kotler (1997), product support services are increasingly 
becoming an area for competitive advantage. Some companies already 
mal<e more tiian half of their profits in product support services. The 
customer is most concerned about an interruption in the service that they 
expect from the product and their worries can be specified into three 
areas: reliability, service dependability, and maintenance. In order to 
provide the most effective support, a supplier must identify the services 
that customers value most and their relative importance (Leie and 
Karmarkar, 1983, LeIe, 1986). 
According to Vavra (1995), as industries are deregulated, the structure 
and competitive mannerisms of the industries react in a certain way. 
Normally regulated industries are product or service focused, whereas 
deregulated industries are customer focused. Companies of regulated 
industries frequently focus on efficiency, and in deregulated industries the 
focus shifts to effectiveness. Horelli (2000) claims that the Internet will 
make the price competition between different car dealers in USA even 
more intense and that this will force the dealers to find more efficient ways 
of making profits. After sales car services and other ownership services 
are seen as a means of maintaining profitability. 
Cohen, Agrawal, & Agrawal (2006) found that in the industries like 
automobiles, white goods, industrial machinery and information 
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technology, companies have sold so many unites over the years that their 
after-sales market have become four to five times larger than the original 
equipment business. No doubt that the after-sales sen/ice business will be 
the superstar business for the industries witch listed above. Compared the 
marketing job which mainly focuses on selling and the promoting the 
current products or service, the after-sales service job takes care of the 
entire sold ones since the company started its business. Furthermore, 
after-sales service brings companies with lots of profits in high margin 
business. A 1999 AMR Research report from Gartner4 stated that 
businesses earn 45% of gross profits from the aftermarket, although it 
accounts for only 24% of the revenues. Cohen, Agrawal, & Agrawal 
(2006) also thought that customers don't expect products to be perfect but 
they do expect manufacturers to fix thing quickly when they break down. 
This is obvious in the customer's mind. Especially in the industrial 
machinery industry, customers are more eager to get good performance 
on after-sales service. 
However, it is not easy for manufactures to provide the satisfied after-
sales service. Although in the early 1990s the companies in North 
America, Western Europe and Japan began to deliver the value to 
customers, there are no very effective methods to build the after-sales 
service supply chain as beautiful as the manufacturing supply chain. We 
can see the characteristics from the two chains in the compared details. 
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The mostly obvious difference between manufacturing supply chain and 
after-sales supply chain is that business cannot produce services in 
advance of demand. That is to say, the after-sales service supply chain is 
the pure demand chain. Companies can merely manufacture products or 
provide service only when an unpredictable event, such as a product 
failure, triggers a need. However, because of the products and the 
distributing systems have their own hierarchies; there would be another 
problem that companies find it difficult to decide which resources to 
deploy and where to deploy them due to the hierarchical spares and 
locations. To use the people well known computer industry as the 
example, the product hierarchy includes end products such as computers, 
models such as monitors, sub-models such as motherboards and piece 
parts such as semiconductors. And the geographical hierarchy has the 
four basic components that the central repair facility, the regional repair 
facilities, the field repair facilities and the stocks of spare parts on-site with 
customers. Cohen, Agrawal, & Agrawal (2006) build a matrix to explain 
the relationship between product and geographical hierarchy and they 
named it "creating service products". 
Looking at (Figure), we can get the information from the matrix that the 
quickest way for companies to meet response targets is to replace the 
failed products with the whole end product units that they have positioned 
on customers site. But this way is also the most expensive way that lots of 
cost from the on-site stocking and end product assembling. By contrast, 
the most economical way to meet a service demand is to replace from the 
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central facility with only the broken piece parts. And this would be the 
slowest process because suppliers would need time to diagnose the 
problem and also report to the central facility. 
Like Cohen, Agrawal, & Agrawal (2006) illustrated, since companies 
cannot easily forecast the demand for resources, they must develop 
demand probability distributions and make allocation decisions after 
calculating the trade-offs of stocking different resources at different 
locations. So, in the following part, we will continue to discuss the two 
popular after-sales service models in the markets. 
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2.6 Two after-sales service models 
The difference between the two after-sales service models in the markets 
is that "who is responsible to takes care of the after-sales service". More 
specific speaking, one is that the manufacturer or its subordinate takes 
care of the service work; the other is that the dealers of the manufacturer 
are responsible for the service work. 
According to study the service in the aftermarket from Japan and the 
United States, Herbig & Palumbo (1993) found that the most obvious one 
of the service difficulties in multinational marketing is the spare parts 
problem, which involves (1) maintaining the expensive spare parts 
inventories in each spreading market and (2) incurring shipping and 
importation delays in receiving the spare parts from some central storage. 
So we can think that the spare parts management strongly affects the 
service quality and service efficiency. 
Generally, if let the manufacturer wholly take control of the after-sales 
service, there is the advantage that the spare parts may have more 
diversity and enough inventories. By contrast, if let the dealers to take the 
after-sales service totally, there is the advantage that 
The storage way of spare parts might be more appropriate because the 
dealers are more familiar with the condition of the machines which they 
sold, then they can have a good forecasting of spare parts inventory. 
Moreover, the dealers have more proximity to customers, and then their 
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response for service might be quicl<er. However, there is a trade-off 
between the service performance and service cost. So it should be 
balanced in the specific market. 
Herbig & Palumbo (1993) researched the after-sales service market in 
Japan and in the United States and made the two markets as the 
representatives of the Eastern market and the Western market. 
Considering the culture difference and the affects by the culture, there are 
many different characteristics in the after-sales markets. They found that 
Japanese customers expect prompt service and availability of a full line of 
parts for any major purchases. That is to say, in this market the 
companies must carry a large and complete inventory of parts and 
provide trained service personnel. Moreover, a major concern of 
Japanese consumers considering purchase of any imported products is 
the length of time it takes to have them repaired. Furthermore, Japanese 
customers expect the after-sales service is the part of the purchase with 
longer warranty periods. It means that the Japanese customers would not 
like to pay for the after-sales service after the initial purchase. Also, the 
Japanese customers feel that a qualified product should not need to be 
repaired frequently. So in this kind of market, let the manufacturer take 
care of the after sales service could have a better performance because 
the manufacture has more capacity to handle any problems. And that is 
why in the Japanese market the mainstream is that the after-sales service 
is managed directly by the manufacturer itself. 
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Another research result made by Wilson, Bostrom, & Lundin (1999) also 
stated that customers in the Far East customers want instant service and 
they want it for free and customers in the North America are willing to pay 
in advance for the after-sales service in the form of service contracts. 
They still mentioned that the Western customers seem more patient if 
they faced the problem such as the machines failed compared with the 
Eastern customers. Because the phenomenon that the Western 
customers have the preparation of problem incurring when they 
purchased the products but the Eastern customers trend to require the 
perfect quality of both products and the after-sales service, it explained 
why majority of companies in the Japanese market like to control the after 
sales service but most companies in the United States market prefer to 
ask their dealers to take care of after-sales service. No doubt that let the 
manufacturer wholly take care of the after-sales service would provide 
customers a full-scale service. However, when let the dealers to do the 
job, the total costs in the supply chain of this industry would decrease a 
lot. At least, the manufacturer could cut off its repair force and allocate 
those sources to focus on marketing and R&D activities. 
After tracking the International Swedish firm, Wilson, Bostrom, & Lundin 
(1999) defined the after-sales service performing in the six activities when 
it is handled through the distribution network: Installation, Training, 
Routine maintenance, Emergency repair, Parts supply and Software 
services. Wilson, Bostrom, & Lundin (1999) did not exclusively define 
which activity should be taken by which side. Instead, they adopted a 
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more reasonable way to make some common suggestions for the 
responsibilities. They also listed the general nature of these activities with 
the responsibilities in the (Figure). In this chart, they named the 
manufacturer as the Corp office, and named the dealers as the Distributor 
subsidiary. They thought that for the Training and Software service 
activities, the manufacturer should play the primary role and the dealers 
play the secondary role if needed. And they emphasized that for the 
Installation, Routine maintenance (including Contract and Purchase order) 
and Emergency repair activities, the dealers should undertake more 
responsibilities. However, they just stated the Parts supply activity is the 
partial responsibility for either manufacturer or dealers. 
By using this matrix to benchmark the after-sales service of the Swedish 
firm in the global market, Wilson, Bostrom, & Lundin (1999) found the 
similar results like the other study results from compassion of Western 
and Eastern markets. They pointed out that the Far East market has more 
difficult areas to service both with regards to expectations of customers 
and communication patterns. It is good to mention the communication 
patterns, because when we are talking about the after-sales service, 
people mainly consider the "hard service" only, such as repairing and 
installing. But most of people never thought of the "soft ser/ice" such as 
the reservation and complaining. This is one of the points which the thesis 
will go to research. 
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2.7 Decreasing dissatisfaction in after-sales service by 
applying quality function deployment (QFD) model. 
Like the automobile market, in the heavy construction equipment market, 
quality and service drive everything. An article studying China heavy 
construction equipment market from ENR (2007) pointed out that when 
the manufacturers move forward, they should be careful supporting their 
products. If not, everyone may end up with lemons, instead of plums. 
There is also a typical case from the automobile market to explain how 
important the service is that Toyota became the market leader due to its 
products quality and after sales service quality but Yugo quitted the 
market because of no sufficient service. 
There is one book named "The Developing New Services: Incorporating 
the Voice of the Customer into Strategic Service Development," written by 
Caroline Fisher and James T. Schutta. This book deals with quality 
function deployment (QFD), which is the first book to guide how to 
develop service with a quantitative method. This book deals with the 
service industry. Moreover, its focus is on taking the voice of the 
customer, running it through the QFD process and translating it into 
meaningful output. In this book, there is a case of pizza shop which is 
applied the QFD of the whole process. And this method can be 
transferred to other multi-functional service market such as the after-sales 
service market because it also provides customers the both benefits: 
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tangible benefits like the spare parts and intangible benefits like the 
delivery of service. 
In order to explain how to decrease the dissatisfaction of customers, 
Fisher & Schutta (2003) made a modified Kano model firstly to illustrate 
the voice of customers like the picture in (Figure 2-4). In the Kano model, 
there are two axes. The horizontal axis means the how much the service 
meet customers' requirements. And the vertical axis means how much of 
the feeling from the customers which reflect the service quality. Moreover, 
there is a critical line which is named the Performance Consequence Line. 
Above this line, there might be an Excitement Consequence Line which 
represents the relationship between degree of achieving excitement 
consequences and level of customers' satisfaction. By contrast, a line 
named Basic Consequence Line is below the Performance Consequence 
Line. 
In the modified Kano model, Fisher & Schutta pointed out that lots of 
service is on the Basic Consequences Line which means if the companies 
do not put enough effort on the extent of meeting consequences, the 
attitude of customers would trend to dissatisfaction. However, if the 
companies strive very much to improve their service which is on the Basic 
Consequences Line, there will be no obvious effect to let the customers 
be very delight. For example, customers may be dissatisfied if the car 
they bought does not have the air conditioner. And they will not be crazy 
happy if the car have four individual-zone controlled air conditioners. 
However, the car manufacturer would cost much more to install the four 
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individual-zone-controlled air conditioners than only install the single 
simple air conditioner. Let's see another example in the service market. 
The customers will be very dissatisfied when they go to a restaurant 
which does not provide folks and knifes but they would not be much 
satisfied if the restaurant provides them the once-off table wares. 
Chan & Wu (2002b) also agreed that the main use of qualify function 
deployment (QFD) model is to diminish the dissatisfaction of customers in 
their published article. They suggest using the QFD model to decrease 
the dissatisfaction of customers along with such guidance that "How to 
decrease customers' dissatisfaction?" with four subsidiary questions of (1) 
"Which is that customers want but we don't provide?" (2) "Which is that 
customers aren't eager to have but we provide?" (3) "Which is that main 
competitors provide but we don't?" and (4) "Which is that only we provide 
but not so effective?" Like the questions listed above, the purpose of 
apply the QFD model into this thesis is to find the difference of after-sales 
sen/ice quality from the company X and its competitors and moreover, 
how far of the after-sales service quality between the company X's current 
performance and the customers' requirements. Here are the visual 
symbols marked on the map. 
Another research purpose in this thesis is to detect the practical 
applications of senyice improvements. More precisely, this is to detect an 
optimal way to allocate the company X's capacity to build a better after-
sales service. Although the better the service quality is, the bigger market 
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share the company X may achieve, we should consider the total costs of 
investment on the service improvements and also consider the priority of 
the service which customers are asking for most. So according to the 
method of QFD model, the most efficient way is to set the technical 
requirements of service improvements into pieces and then to find the 
most crucial pieces after the computing by the QFD formulas. The main 
question is to detect "How to make the trade-off of the investments on 
service improving?" with two subsidiary contents of (1) "Technical and 
engineering requirements" and (2) "Costs analysis of the requirements" 
Because the QFD model is the cross functional methods, when applying it 
into the real case company, more actual situation should be considered 
deeply. That is to say, the way to increasing the company X's competitive 
ability is not only to consider the customer requirements but also to think 
over its strategic goal to find the smart way to be the winner in the current 
business campaign. Profound strategic plan could be helpful to earn the 
market shares by the customer desires if the customers do not only 
satisfy the current requirements but also expect more in the future time 
like the visual symbols in the (Figure 2-6). That is another trade-off which 
can be made a decision by the QFD model that to find out whether there 
is need and how imperative of the need on the service innovation or 
service improvements when compared competitors' actions. 
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2.7.1 Maintenance 
The combined objective of maintenance management programmes is to 
provide plant availability at least cost and allow production of the highest 
quality. The more effective the maintenance control system is, the greater 
the percentage of total maintenance is planned. It has been estimated 
that over 85-90 per cent of plant maintenance and construction can be 
planned in advance. Maintenance management programmes can be 
divided into planned maintenance, both predictive and preventive 
maintenance, emergency maintenance, reliability improvement, 
maintenance cost improvement, and training (Niebel, 1985). 
Maintenance, in general, has three objectives (Patton, 1980): care for 
property, customer satisfaction, and profitability. Customer satisfaction 
can primarily be obtained by means of equipment that is available, 
capable, and dependable. According to Niebel (1985), the objective of 
maintenance organizations is to maximize the availability of plant facilities 
in an operating condition allowing maximum performance cost effectively. 
Maintenance services (Patton, 1980) can be considered promotional and 
protective. Promotional services can win increased sales, and protective 
services are used to ensure that equipment is taken care of and that it 
performs to its maximum capability. 
Many customers are willing to take care of as much of their maintenance 
themselves as possible. This kind of behavior should be welcomed by the 
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supplier, as it quicl<ly takes equipment back into use and it satisfies the 
customer. Money and time are perhaps the two most easily quantifiable 
criteria for maintainability and maintenance. Money should be the most 
important; even military programmes use money as the principal measure 
(Patton, 1980). 
Regan (1965) proposes that a company incorporate methods for 
maintaining equipment in operating condition while also working within the 
larger framework, offering a range of service benefits to its customers. 
Customer financing terms, management of orders and delivery of goods, 
conditions for order, cancellations, and reimbursements complement the 
narrower definition of after sales support. Regan (1965) also distinguishes 
between services between consumer goods and services required for the 
support of industrial products (Mathe and Shapiro, 1993). 
The design function of a product is important because it translates 
customers' and support personnel's needs into maintainability design 
characteristics. Most maintenance problems are more effectively solved at 
the design level of equipment than at the level of maintenance training. In 
order to create a successful design, the front line employees must be 
involved in product development (Patton, 1980, Niebel, 1985). 
According to Patton (1980), the following terms are specified: 
Availability: The probability that a system or equipment will, when 
used under specified conditions, operate satisfactorily and 
effectively. 
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Also, the percentage of time or number of occurrences; for which a 
product will operate properly when called upon. Inherent availability 
considers only corrective maintenance time. Achieved availability 
includes preventive maintenance time, but with an ideal support 
environment. Operational availability considers total downtime, 
which includes administrative and supply times. 
Reliability: The probability that an item will perform its task without 
a failure. 
Preventive maintenance: Actions performed in an attempt to keep 
an item in a specified operating condition by means of systematic 
inspection, detection and prevention of incipient failure. 
2.7.2 Preventive Maintenance 
Preventive maintenance (Niebel, 1985, Stonebraker and Leong, 1994) 
reduces equipment failures and emergency situations, and increases the 
service life of equipment. Predictive maintenance seeks to forecast failure 
of equipment and establish the ideal time for repair or replacement. Some 
companies have taken into use pattern recognition in order to anticipate 
problems before they occur. A company must continuously educate 
themselves about all aspects of their customers' businesses. As the 
company deals with numerous customers it can apply experiences from 
one source to another place (Wiersema, 1998). A widely used approach 
of preventive maintenance is the condition monitored maintenance 
procedure (Wellemin, 1984). 
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The objectives of preventive maintenance (Niebel, 1985) include 
minimizing the number of failures of critical equipment, reducing the loss 
of production, increasing the productive life of all capital equipment, 
acquiring data of capital equipment so that decisions for repairs and 
replacement can be done in order to maximize ROI, permitting better 
planning and scheduling of maintenance work, and promoting the safety 
and health of the work force. 
The operative personnel must be involved in the planning and scheduling 
of preventive maintenance to ensure that it occurs frequently and without 
disturbing the operations of the production equipment. Operative 
personnel can also perform routine maintenance and they should be 
aware of the early warning signs of equipment failure (Takatsuki, 1986, 
sit. Stonebraker and Leong, 1994). 
Corrective maintenance: Unscheduled maintenance or repair 
actions, performed as a result of failures or deficiencies, to restore 
items to a specific condition. 
Repair: The restoration or replacement of components of facilities 
or equipment as necessitated by wear, tear, damage or failure. To 
return the facility or equipment to efficient operating condition. 
The majority of maintenance work should be planned and scheduled; only 
emergencies should be handled without advance planning and scheduling 
(Niebel, 1985). Whenever effective, data should be analyzed manually, as 
it frequently provides more effective and timely guidance (Patton, 1980). 
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Data gathering, statistical analysis, and reporting are important parts of 
maintainability and maintenance. Wellemin (1984) noted that reporting 
can be costly, but it can be even more costly if the information is not 
distributed. 
A decision to replace a piece of equipment should be made by comparing 
the cost of keeping the old equipment in operation and the cost of its 
replacement. All systems should have a phase out and termination phase 
planned as the last major programme action. Withdrav\/al can be most 
effectively done from the marketplace under planned conditions (Patton, 
1980). 
2.7.3 After Sales Support 
Leie (1986) identifies the following aspects in the service support area: 
1. Suppliers are manufacturing more reliable and more easily fixable 
equipment. 
2. Customers are becoming more sophisticated about buying after sales 
services and demand for service "unbundled". 
3. Customers do not like to deal with a multitude of service providers. 
4. Service contracts are becoming an endangered species. 
5. Customer service choices are increasing and this holds down the 
profits on service. 
At the time of sale, the buyer and seller have different kind of 
expectations. For the seller, the sales are a culmination of a long sales 
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negotiation; it is time to collect monetary reward for the labors. Sales 
closure opens new opportunities with new potential customers and 
matters shift from the sales team to the production team. From the buyer's 
point of view, a sale is an initiation of a new relationship; the buyer is 
frequently concerned about support and the attention it will get wishes to 
continue to interact with the sales team (Vavra, 1994 and 1995). 
After sales services include maintenance, repair, and upgrading. If these 
services can be offered at a fixed or guaranteed rate, they could be a 
significant competitive advantage. In maintenance, it is to be remembered 
that one way of solving the repair problem is to have defect-free products 
and then service can be bundled into the product price, which can also be 
of strategic value (Rothschild, 1984). 
According to Wellemin (1984), after sales support has changed drastically 
in recent decades. Customers have become more dependent on efficient 
operation of suppliers' equipment, services are labor intensive and cost of 
labor has risen, products intended for the same markets are becoming 
more similar, customers are increasingly selective as they seek value for 
money, and social changes have reflected to services, for example when 
a service force works in the customer's premises, the supervision is 
frequently minimal. 
The product-service package must be defined so that it maintains costs at 
a level acceptable to the market. It is necessary to develop economic 
analysis that enables estimates of life-cycle costs. In the USA, the 
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concept of life-cycle costs has become relatively widespread in many 
industries (IVIathe and Shapiro, 1993). 
The relative importance of a product's material content decreases and the 
same applies to the manufacturing added value. For objects that are 
consumed, the share of logistical costs, including all the services provided 
at various stages such as transportation, maintenance, inventory, and 
planning has been growing. At the same time, supporting the tangible 
product has become more_expensive to the supplier and to the customer. 
The initial purchase price represents only one element in the customer's 
total cost. Particularly for durable products, delivery and usage costs 
including maintenance represent a significant part of the total-cost price 
for the customer (Mathe and Shapiro, 1993). 
After sales service is more than merely fixing what has gone wrong, which 
appears to be the primary function of many after sales service functions? 
Manufacturers should anticipate the after sales needs in product design, 
but experience shows that manufacturers do not incorporate customers' 
concerns actively enough at the product design phase (Mathe and 
Shapiro, 1993). In the case of durable goods, at least customer, dealer, 
third party provider of service, the manufacturer of the tangible product, 
and the supplier of parts and components can be involved in the after 
sales service operations. The traditional approach to after sales service 
centers is on technical intervention, where the focus is on improving 
technical tools and work methods. The approach of Mathe and Shapiro 
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(1993) looks for increased overall efficiency between the supplier and 
customer. Service activities are defined at the design phase. 
After sales service may not be profitable on its own, but is frequently a 
key determinant in the sale of the product itself. It has been estimated that 
the importance of services will grow in the future. Product support can be 
a basis for developing a close relationship between a supplier and its 
customers. For example, among the criteria in the purchase of computers 
by small and medium size companies, after sales service (maintenance) 
had the strongest influence on customer behavior. After sales service was 
followed close by the equipment itself. Difficulties related to a relationship 
between a supplier and its customer can be reduced by offering services 
that complement the product (Jackson, 1985, Pras, 1987, sit. Mathe and 
Shapiro, 1993, Simon, 1992, Mathe and Shapiro, 1993). 
Mathe and Shapiro (1993) have, see Table 5, categorized a supplier's 
activities based on the gaining and retaining of the customers. All the 
supplier's activities for providing services can be referred to as 
"communication" or "physical management". Communication consists of 
integration of customer needs and information. Physical management can 
be divided into preparation for use and upkeep. Upkeep means here 
issues related to operation and maintenance. The product definition that 
underlines the time dimension is particularly applicable to sei-vices. 
Ill 
Table 2,4 Differences between gaining and retaining a customer 
as a function of time 
Primary Activities of Service Mix: (IVlathe and Shapiro, 1993, page 27) 
Type of 
Activity 
Emphasis 
on Gaining 
a customer 
Integration 
Consultation with 
the potential user 
at the equipment's 
conception stage. 
Development of 
prototype, keeping 
in mind customer 
constraints. 
Consultation with 
customer, talking 
into account 
customer's needs 
during design of 
product-service 
including 
appropriate 
Preparation 
Trial loan of 
equipment. 
Creation of 
customer 
financing plans. 
Information 
Distribution of 
technical 
promotion 
literature and 
suggestion for 
usage. 
Demonstrations 
and / or 
simulations. 
Quick 
establishment 
of estimates 
and time -
frames 
(estimate costs 
and 
performance 
Upkeep 
Description of 
maintenance 
installations 
and spare 
parts 
inventory. 
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Emphasis 
on retaining 
a customer 
Tinancing 
solutions. 
Adaptation of 
existing equipment 
to customer's 
schedules and 
integration with 
equipment already 
in use. 
attributes for 
customized or 
standardized 
product) 
Consideration 
of and 
response to 
customer 
requests. 
Intervention 
for repair and 
preventive 
maintenance. 
Delivery, 
installation and 
equipment 
start-up. 
Advice and 
training in 
equipment 
operation and 
maintenance. 
Intervention 
for heavy 
maintenance 
and deferred 
repair work. 
Distribution of 
technical 
literature on 
operation and 
maintenance. 
Renovation 
and 
reconditioning 
of all or part 
of the 
equipment. 
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Complementary 
equipment and /or 
services. 
Provide spare 
parts and 
complementary 
accessories. 
Advice to 
customers on 
the assembly of 
parts and 
accessories. 
Loan of 
replacement 
when 
customer's 
equipment is 
not available, 
(e.g. in repair) 
If tangible products are divided into consumer goods, durable goods of 
average complexity, and complex systems, it can be concluded that 
primary functions vary, but for more simple goods the information function 
is frequently limited (Mathe and Shapiro, 1993). 
Ideally, a product is not only the physical output but also the portfolio of 
intangible services. Mathe and Shapiro (1993) identify areas where a 
supplier needs to support the service mix. As a company develops 
processes for tangible products, it needs to design the process for 
producing and delivering the service. Equipment and service availability 
goals play an important role when after sales support costs are 
determined, and form part of the technological plan. The purpose of a 
marketing plan is to tie tangible product and services together as a 
package. A human resource plan relates to resources, while a physical 
asset plan is concerned with facilities and inventories, and a capital 
resource plan integrates financing (Mathe and Shapiro, 1993). 
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Developing customer loyalty may require increasing the amount of contact 
with customers. After sales provides a continuous link between the 
supplier and the customer. In the automobile car industry, if car owners 
are dissatisfied with the quality of maintenance services, over half of them 
could consider changing brands. Ineffective after sales service may be 
unprofitable and could lead to dissatisfaction among customers (Mathe 
and Shapiro, 1993). 
Normally, companies have a variety of technological and service options 
for different dimensions of customer satisfaction. The particular 
composition of a service-mix depends on the management's decisions to 
optimize customer satisfaction and to minimize the cost (Mathe and 
Shapiro, 1993). 
In the case of technical products, the need to communicate with the 
customer does not end with the sale. After sales communication can be 
critical for customer satisfaction. Only if the customer can use the product 
effectively, can he/she be satisfied and become a repeat buyer. One 
means of communication is through manuals. Inaccurate manuals have 
an effect on customer satisfaction; even they do not have effect on the 
technical capabilities of the product. Customer training is frequently 
required for many technical products and systems. Customer training falls 
somewhere between marketing and engineering. Training provides an 
opportunity to reinforce the selling efforts, at the same time providing 
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accurate information on the technical capabilities of a product (RIggs, 
1983). 
2.7.4 Field Services 
According to Riggs (1983), field service personnel are an extension to 
production, because they repair and fix products and also an extension to 
sales as they have lot of interaction with customers. Customers of high-
technology products are particularly interested in the availability of timely 
and competent field services, which must be cost-effective. Personnel 
involved in after sales activities are additionally used for the installation of 
systems. Many companies with field services personnel offer 
maintenance contracts to their customers. Field services may be 
profitable, but many companies operate their field services at a loss, 
justifying this as a marketing expense. Field services are considered an 
extension of marketing because opportunities can arise for further sales in 
the form of upgrades, sales of additional options, or expansions of 
existing system. The service organization can also provide valuable 
information of required engineering design changes. Normally losses lead 
to subsequent cost cutting, which frequently occurs in younger companies 
which are eager to satisfy their customers and thus over serve their 
customers (Riggs, 1983). 
Field services should involve considerable interaction between marketing 
and production, as this service organization carries a great deal of 
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responsibility for customer satisfaction. Service personnel should adopt 
both of these worlds, both the view of marketing and production. Sen/ice 
managers in the field in high-technology companies face five major 
challenges: recruiting and retaining personnel, simplifying processes, 
scheduling, controlling spare parts inventory, and formulating policy 
relating to obsolete equipment. The growth generates growth demand for 
service personnel. The demand for service personnel can grow even after 
sales flatten. More effective processes may reduce the need of service 
personnel. One option is the usage of subcontractors, delegating to the 
customer the tasks is the most obvious alternative. Scheduling and 
particularly uneven shipments cause uneven workloads, which leads to 
overstaffing to meet the peaks. Spare part inventories are a large cost 
factor. As regards obsolete equipment, the main question is how long a 
manufacturer should commit it to providing service to its cus;tomers. Too 
short periods compromise customer satisfaction and too long periods will 
damage the profitability of the company (Riggs, 1983). 
Automobile industry has a great deal to do with marketing. In the industrial 
world, the term 'marketing' can be interpreted as a business philosophy 
aimed at improving profit performance by identifying the need of 
customers and then designing and producing products and services that 
will enable the supplier to serve the customer more effectively than the 
competition can. The key dimensions of business marketing are as 
follows (Ames and Hlavacek, 1984): 
1. Aiming for improved profit performance. 
2. Identifying customer requirements. 
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3. Selecting customers. 
4. Designing the product or service package to mal<e them match 
customer needs better than the competition. 
If there are few customers, they have more control and influence on the 
supplier, as in case of telecommunications. A narrow customer base 
leads to a closer relationship between the buyer and the seller than in a 
consumer market. When industrial customers' quantity requirements 
grow, they demand concessions. Industrial companies emphasize price 
and quality in their purchasing and they are normally aware of their needs. 
In comparison, household purchases are frequently guided by needs and 
wants that are less specific. Industrial decision making is additionally 
more complex when it comes to the number of decision-makers, who can 
be numerous, particularly if goods are bought formally from centralized 
organization. Individuals are frequently segmented by psychological or 
sociological factors, whereas industrial customers are more likely to be 
concerned about industry characteristics (Ames and HIavacek, 1984). 
A customer looks for value with the technical and operating specifications 
of the product or service. Customers seek a mix of performance, 
packaging, quality, support, and price. Packaging means the physical, 
aesthetic, and emotional surroundings of the product and service. Quality 
can be divided into quality at delivery and quality in use over time. 
Support is becoming increasingly important and other parties than field 
services can deliver it (Riggs, 1983). 
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As regards pricing, price-insensitive marl<et segments are particularly 
interesting. For a segment to become price-insensitive, buyers must be 
sensitive to performance, packaging, quality or support. Some examples 
of price-insensitive customers could be: a performance-sensitive buyer 
that buy a product that represent a small cost, but are critical at 
operations, a packaging-sensitive buyer who is not knowledgeable about 
the product, a quality-sensitive buyer buying a product for which field 
repair is difficult, or a support-sensitive buyer, who is unsophisticated and 
buys capital equipment requiring user training and preventive 
maintenance (Riggs, 1983). 
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2.8 Summary 
In this chapter, first services as intangibles, which are linl<ed to the 
production of a physical product, were summarized. Services increase 
customer satisfaction with a tangible product. The basic characteristics of 
services were identified to their intangibility, heterogeneity; perish ability, 
and the inseparability of production from consumption. 
Kotler (1997) defined customer satisfaction as feelings resulting from the 
comparison between perceived performance and expectations. 
Satisfaction can be divided into transaction-specific satisfaction and 
overall satisfaction. The concept of customer value suggests a strong 
relationship with customer satisfaction, but Parasuraman et al. (1994) 
point out that causality with service quality and customer satisfaction is an 
unresolved issue. It was also identified that customer satisfaction is a 
complex issue that includes individual elements of customer satisfaction 
and dissatisfaction. 
It would appear that customer needs and expectations are continuously 
changing and customers keep setting higher standards for dealer. 
Customer satisfaction surveys are one source of customer feedback. 
When conducted frequently and consistently, they provide an effective 
way to measure customer satisfaction and customer loyalty. Danaher and 
Mattson (1998) found that attributes that make a customer satisfied are 
not the same as those that make a customer loyal. Previously it had been 
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assumed that customer satisfaction would lead to success and profitability 
in the market place. 
Griffin (1995) defines a loyal customer as one who regularly repeats 
purchases and has a degree of immunity to competitors. Customer 
satisfaction itself is not an indication of the customer's retention. Recent 
research (Heskett et al., 1997) has proven that the link between customer 
satisfaction and customer loyalty is not reliable. Heskett et al. (1997) claim 
that there is a strong relationship among profitability, customer loyalty, 
customer satisfaction, and value of the goods and services delivered to 
customers. Oliva et al. (1992) propose that the relationship between 
satisfaction and loyalty is not necessarily linear; even customer 
satisfaction is identified as a key driver for loyalty. As maintaining existing 
customers is cheaper than getting new ones, the benefits of customer 
loyalty are cumulative and long-term. 
The impact of customer satisfaction on customer loyalty varies from 
industry to industry (Jones and Sasser, 1995). Moreover, becoming a 
loyal customer takes place in stages. Investing in customer satisfaction 
pays off; the highest returns can be achieved by neutralizing terrorists and 
subsequently by investment in apostles. In services, effective service 
recovery can provide a way to total satisfaction without perfect design and 
delivery of services. This is due to the nature of services, which makes it 
likely that mistakes will happen. Customer relationship management is 
required to build a lasting relationship with a customer. Customers with a 
personal relationship with the supplier's staff are likely to become loyal. 
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Developing customer loyalty may require increasing amounts of contacts 
with the customer; after-sales provide a natural link between the supplier 
and the customer. Storbacka et al. (1994) highlight relationship strength 
and relationship longevity as important contributors to and instruments for 
explaining the chain from service quality to profitability of customer 
relationships. 
This summary demonstrates that services have been increasingly 
thoroughly studied, and the studies have found more complex issues 
underneath the relationship between the customer and the supplier. 
These studies have sought to gain a more thorough understanding of the 
dilemma as to how services and their delivery are connected to the 
profitability of a company, and to find out the "true" nature of services. 
Anderson and Mittal (2000) have recognized that the links in the 
satisfaction-profit chain are asymmetric and non-linear. Companies can 
improve customer satisfaction by improving product and service 
attributes. Improved customer satisfaction is expected to lead to greater 
customer loyalty. Increased customer loyalty is expected to lead to 
greater profitability. Therefore, companies focus on the satisfaction-profit 
chain rather than maximizing satisfaction scores alone. 
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Chapter - 3 
Service Marketing in Gujarat 
SERVICE MARKETING IN GUJARAT 
3.1 Dealer Network: 
Prompt and efficient after-sales service is provided by a nationwide 
network of fully equipped main and associate dealers. 
The main dealers are strategically located along the Golden Quadrilateral. 
The associate dealers are located on the arterial routes. In addition to the 
above, each main dealer also carries a mobile service van which provides 
round-the- clock service. 
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3.2 Excellent Service Support: 
3.2.1 Pan India Service Network 
Prompt and efficient after-sales service will be provided by a nationwide 
network of fully equipped main and associate dealers. 
The main dealers are strategically located along the golden quadrilateral. 
In addition to above, each dealer is equipped with a mobile service van 
that will provide round the clock service. 
These dealers would be in a position to provide customized "onsite 
support" for large operations. Three different types of annual service 
contracts are available; choose the one most suitable for your 
requirements. 
Service Helpline: 1800-233-5000 
In addition to service helpline, we have dedicated ACTION SERVICE 
TEAM, manned by highly trained service engineers who are always ready 
to provide assistance in the unlikely event of a breakdown. 
3.2.2 Parts Availability 
Utmost care has been taken to equip all service centers with adequate 
stock of parts at affordable prices to minimize downtime and maintenance 
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costs. Float assemblies of major aggregates have also been positioned 
region wise to attend to emergency requirements. 
3.2.3 Training for Drivers and Teciinicians 
A state of the art 'Advanced Service Training Centre' in our factory at 
Pithampur provides training to customers' drivers and technicians on free 
of charge basis. This includes training on fuel efficient driving, preventive 
maintenance, engine, EDC, Transmission, axles, suspension, steering, 
gear box, brakes and electrical systems. 
3.2.4 Auto Servicing 
Servicing is an important part of the automobile industry, many people 
while choosing their automobiles keep the after sales and service factor in 
their minds. 
When your car requires that extra bit of care then its imperative to take 
the car to a service station and pamper your vehicle. Many people simply 
overlook the fact that their cars have to be serviced at regular intervals, 
they would just tuck way the car manual, mistaking it for just another 
unnecessary add on with the car. Those who are little conscious would 
get their cars engine oil and filters changed at that road side garage or a 
simple service station near by. 
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Some would just leave their chauffeurs to do the job for them. Such an act 
is harmful for the car in the long run as a vehicle is a complex system and 
it requires proper maintenance in accordance to the procedure which is 
mentioned in the manual. 
Many people are so dependent on their vehicles that they would not 
simply leave their cars just for a day even for it to be services. Most 
companies are trying to solve the problems with free pick up and delivery 
of the cars. 
In fact Toyota kirloskar had tried to address the problem by introducing a 
new concept in car servicing which is called express service, which 
reduces the existing time take to service the car from one day to one 
hour. Thus setting new industry bench mark. 
Thus servicing is getting friendlier and convenient with every passing day 
and car owners should get their cars serviced from authorized service 
stations only because they will have the sophisticated equipments which 
are just right for the car. Something the neighborhood nriechanic can 
never dream of. 
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3.3 AUTO INDUSTRIES- RAJKOT 
Company's substantial growth and enviable reputation have been 
achieved; the R&D Team and Customer Service Team by giving a lot of 
thought and care in developing the products and at the same time 
ensuring highest standards in customer care. 
The Company has earned the trust of its valued customers by always 
aiming for better quality products and competitive and efficient service. 
The Company's dealer network now covers a large part of India, starting 
from Gujarat, Maharashtra, Rajasthan, Madhya Pradesh, Andhra 
Pradesh, Chhattisgarh, Karnataka, Tamilnadu, Kerala, West Bengal, 
Orissa, and Delhi. Radhe is planning to extend the network across whole 
of India. 
Established in the year 1992, "Radhe Auto Industries", are a prominent 
manufacturer, supplier and wholesaler of Auto Accessories. Based at 
Rajkot (Gujarat, India), the organization is a partnership firm, with an 
annual turnover of Rs. 4 Crores (40 million INR).The range of premium 
quality auto components has helped them outshine their competitors. The 
products provided by them has redefined the face of Indian auto 
components industry. They manufacture products using high quality raw 
material that is procured from reputed market vendors. Their products are 
offered at market leading prices to their valuable customers. 
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The team comprises 50 people, with each one having expertise in his/her 
respective domain. They have an excellent production set-up with state-
of-the-art technology and equipment. Expert technicians manufacture 
components that are highly efficient and require minimum maintenance. 
They also have the capacity to customize their products as per the 
specifications given by their clients. The organization is known to offer 
after sales services at highly competitive prices. The products that are 
offered are made as per the highest quality standards. They have tie-ups 
with leading agents that make us capable of delivering their products to 
every part of the country. Their professionals keep a close vigil oh the 
delivery schedules to assure an uninterrupted flow of quality products. 
Leveraging on the quality range and timely delivery of consignments, they 
have garnered a huge clientele across the nation. 
Capitalizing on the efforts put in by their mentors they have climbed the 
ladder of success. Under their able mentorship and proper guidance, thy 
have carved a niche for themselves in the market 
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3.4 After sales service the mantra this summer 
Auto industry focuses on after sales service this summer 
Apnaloan.com Research Bureau 
03 Apr 2008 
Car owners can have an enjoyable ride this summer. The cut throat 
competition in the auto industry has forced major players to focus on the 
after sales services, an important part of owning a car. 
For instance, Hyundai Motor India Ltd (HMIL) has recently launched a 
two-week long nationwide free car care campaign in addition to its 
'Always Around' campaign. 
General Motor India has moved a step forward and is offering a cashless 
ownership scheme to all its buyers as part of the company's fifth 
anniversary in India. 
Even Tata Motors and Toyota Kirloskar have organised month-long free 
summer check up campaigns. 
As reported by Financial Express, according to industry experts, in a busy 
day-to-day schedule, if car owners get offers like free service campaigns 
or servicing at the owners' convenience, it helps to build the loyalty of 
customers towards their brand. 
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Added an industry analyst, "The auto industry in India is booming like 
never before, be it in terms of new models or the entry of new players. All 
this has led to a neck-and-neck competition between major players for the 
leading position across all categories and this can be achieved only by 
providing add-on services, over and above the upgraded models that are 
launched in the market." 
Automotive manufacturers historically have had a ying-yang approach to 
the after sales market: some view it as a perfunctory part of the business 
while others see it as a critical business function. 
Increase Revenues and Reduce Costs to Achieve High Performance 
And this is the case despite the fact that parts and service are major 
contributors to profitability and customer loyalty. Even in good times, the 
aftermarket business is considered recession-resistant. So why are more 
automakers not focusing on after sales? Increasingly, they are. The 
prolonged economic downturn is driving a greater number of original 
equipment manufacturers (OEMs) to place renewed attention on the 
aftermarket as consumers put off new purchases and hold on to their cars 
longer. The challenge in after sales, however, is that many OEMs struggle 
to achieve high performance in their operations. 
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3.5 OEM challenges in after sales 
The challenges are numerous. Transforming a global or regional service 
parts business or enhancing services to increase dealer and customer 
loyalty are complex endeavors. Major changes to existing organizations, 
processes and technology often are required to achieve the desired 
results. The parts business may account for only 10 to 15 percent of 
sales, but it typically averages 25 to 50 percent of profits. Additionally, 
profit margins on service contracts are around 50 percent, with strong 
impact on customer loyalty. Warranty costs can impact up to 3 percent (or 
more) of yearly net revenues. 
The financial value proposition of the service business is typically much 
more attractive than the vehicle side of the business. The combination of 
higher net margins and decreased capital requirements of the after sales 
business leads to creating greater shareholder value. Selling vehicles 
often has little, or even detrimental, impact on market capitalization. 
Additionally, delivering world-class, post-sales service and support has a 
direct and positive correlation to improving brand image and repeat 
purchases. 
3.5.1 The after sales value proposition 
Broadly defined, the after sales business spans parts management, in 
particular commercial and logistics operations, and service management, 
specifically areas related to vehicle repair and maintenance. By having 
helped automotive and industrial equipment manufacturers rethink their 
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approach to the after sales business for more than the past 10 years, 
Accenture has developed a comprehensive approach to help automotive 
companies improve profitability, customer loyalty and market share. 
Accenture's approach brings solutions to every element of every major 
area in the after sales life cycle: revenue management and commercial 
parts operations, parts logistics, service support and warranty 
management. These four areas are supported by customer contact center 
operation, dealer extended support and information technology. 
To build this after sales offering, Accenture leveraged its experiences with 
OEMs and identified marketplace benchmarks, leading practices, new 
processes, capabilities, systems and tools, distinctive assets and 
business process outsourcing solutions. Our experiences have shown 
that realizing greater value requires more than information technology 
systems, efforts also require better strategies, streamlined processes as 
well as better organizational structures. 
Many OEMs know what after sales functions they want to target. Typically 
it makes sense to also perform a short feasibility study in any number of 
after sales areas to determine whether the value is relevant. This 
evaluation includes internal and external analyses as well as automotive 
and other industry benchmarking that Accenture has compiled. The 
feasibility study identifies rapid operational and cost reduction activities 
that can free up cash fast to enable the OEM to invest in new capabilities 
in the areas that are most important to the company. 
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3.6 Service Support 
Service support consists of tiie possible initiatives, tools and methods that 
OEMs put in place to enable service effectiveness of the dealers. It is a 
key point for all OEMs to seek and retain high customer satisfaction and 
loyalty from the service experience, both for parts sales and for the new 
car buying process. 
A key element of enabling this experience is parts availability, but it is not 
enough. Automakers need to support dealers and franchised workshops 
to enable dealers to service increasingly complex vehicles and customers 
with higher expectations. 
Key capabilities from OEMs needed to support dealers' "repair ability" and 
"fix right first time" goals are multiple: from the need to support dealers 
when they have to manage a complex repair or a difficult diagnosis 
(technical help desk), to the opportunity for the OEM to create and 
distribute technical publications (e.g., repairs manuals) in timely and 
efficient way, to the opportunity to sustain dealer processes through a 
help desk. 
Additionally, dealer efficiency and effectiveness can be further enhanced 
through on-board technologies that can improve service processes and 
provide better customer support. Accenture has collaborated with several 
OEMs to develop the service support function and industry-leading 
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capabilities through consulting transformational projects and industrialized 
services. 
3.6.1 Dealer Network 
In after sales, dealers are a key enabler on both the parts and service 
side of the business. On parts, availability levels and local distribution 
channel management are the prerequisites for higher genuine parts sales, 
also to target the independent repair channel. On service, dealers 
manage all the contacts with customers (reservation, car reception, 
diagnosis, follow-up) and directly reflect the brand image. Therefore it is 
key for OEMs to enable operationally excellent processes in the dealer 
networks by standardizing processes, suggesting tools and measuring 
performance. Accenture has collaborated with a number of OEMs to 
support their dealer network in performance improvement. 
A sampling of initiatives includes: 
• Dealer training on commercial, technical and operational content 
• Dealer coaching on site to improve performance across a variety of 
areas 
• Dealer profitability enhancements, through analysis of performance 
criteria and execution of an action plan 
• Dealer turnaround, to completely reshape dealer operations 
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• Dealer sales support (on parts), to assist dealers In better local 
channel management and new sales for independent repairer 
shops 
3.6.2 Customer Contact Center 
The customer contact center (which for OEMs is one of the key points of 
contact with final customers to obtain customer satisfaction information 
and solve claims and issues) is increasingly becoming a key lever for 
customer loyalty and new sales. Inbound calls are a source of information 
to understand customer expectations and meet demand; outbound 
communications are a way to test expectations and acquire new 
customers. To implement and manage customer support and call centers, 
OEMs can turn to companies such as Accenture, a global leader within 
the customer relationship management (CRM) area across all industries, 
including automotive, for assistance with consulting and outsourcing 
services. 
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3.7 AUTO SERVICING 
Many people while choosing their automobiles keep the after sales and 
service factor in their minds. 
When you car requires that extra bit of care then its imperative to take the 
car to a service station and pamper your vehicle. Many people simply 
overlook the fact that their cars have to be serviced at regular intervals; 
they would just tuck way the Car manual, mistaking it for just another 
unnecessary add on with the car. Those who are a little conscious would 
get their cars' engine oil and filters changed at that road side garage or a 
simple service station near by. 
Some would just leave their chauffeurs to do the job for them. Such an act 
is harmful for the car in the long run as a vehicle is a complex system and 
it requires proper maintenance in accordance to the procedure which is 
mentioned in the manual. 
Many people are so dependant on their vehicles that they would not 
simply leave their cars, just for a day even for it to be serviced. Most 
companies are trying to solve the problem with free pick up and delivery 
of the cars. 
In fact Toyota Kirloskar has tried to address the problem by introducing a 
new concept in car servicing which is called Express Service, which 
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reduces the existing time take to service tlie car from one day to one 
hour, thus setting new industry bench mark. 
Thus servicing is getting friendlier and convenient with every passing day, 
and car owners should get their cars serviced from authorized service 
stations only because they will have the sophisticated equipments which 
are just right for the car. Something the neighborhood mechanic can 
never dream of. 
3.7.1 Here is a list of jobs wliich are done in a routine or paid service 
Under chassis, engine and body wash/shampoo which is 
essential for removing the dirt and dust particles which have caught 
on to the car due to regular usage. 
Interior cleaning and vacuuming removes dust from seat covers 
and the interior of the car. 
Body wax polish and dash board/bumpers polish gives that extra 
shine to the car to make it stand out from the crowd 
Engine tuning, Including spark Plugs' cleaning/gap 
adjustment/replacement If due, distributor points'/condenser 
cleaning/adjustment/replacement, air filter cleaning/replacement, fuel 
filter replacement, carburetor adjustment, ignition timing reset. All 
these adjustments are required to keep that car running in that 
perfect condition 
Wheel rotation/tire pressure check is required for vehicle safety. 
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• Brakes' service and adjustments (MUL Omni) and Hand Brake 
adjustment, if required. 
. Engine/Gear Box Oil, Filter, Coolant, change/top-up. Brake fluid 
top-up to maintain these important body parts of the vehicle in that 
perfect condition 
• All electrical checks/bulb replacement, wherever required as 
electrical connections are essential for the safety and smooth running 
of the car. 
• Battery distilled water/windscreen washer bottle top-up, these 
things are required to lengthen the battery life and clean the 
windscreen when required. 
• Various control cables' adjustment. 
• Body rattles/suspension fasteners check/adjustment. 
• Road Test to determine the condition of the car 
» Report on Items requiring Owner's Attention, for immediate or 
future action 
3.7.2 Flamingo motors and after sales services 
Flamingo Motors Agency Ltd considers customer care to be one of their 
topmost priorities. A major investment in an efficient after sales service 
centre has enabled our after sales team to be one of the most modern 
and productive in our marketplace. This has ensured brisker servicing and 
a quicker turnaround. 
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In combination witii tlie domestic market, we have served the British 
forces stationed in Akrotiri and Episkopi for a long time. This correlation 
can only be accredited to our excellent after sales customer service. 
We thrive thanks to of our prompt and efficient customer service. We 
place long-standing relations with our customers above everything else. 
After all, a business is only as good as its after sales support. 
Let us be responsible for your car next service, MOT or even any repairs 
required. Flamingo Motors Agency Ltd even supplies its existing clients 
with automobile spare parts. 
Our employees are friendly and will answer any of your inquires and 
handle any challenges which approach their way. The know-how and 
capability of our dedicated and friendly team will make your experience at 
Flamingo Motors Agency Ltd a joy. 
Our after sales support team will guarantee that your car will keep 
performing long after you have purchased from us. We strive for 100% 
customer satisfaction. 
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3.8 CUSTOMER CARE 
35 years of experience in dealing with esteemed customers has taught us 
that every customer is different. We provide you with all services that 
might be require while purchasing a vehicle. Flamingo Motors Agency Ltd 
has strong relationships with all local banks to ease your loan or finance 
applications. 
Furthermore, our associate Chart is Insurance Company is well equipped 
to take care of your insurance requirements. Our exemplary customer 
services are dynamic in nature and tailored for each customer's unique 
needs. 
3.8.1 The American Express Customer Service Barometer 
As per the findings of the American Express Customer Service 
Barometer, 76 per cent of Indian consumers are ready to shell out 11 per 
cent more for excellent customer service. In fact, 67 per cent of 
consumers have paid more for a product or a service of a company with a 
good history of customer service. 
Moreover, 86 per cent of the consumers are ready to give a second 
chance to companies with a good track record even after a poor 
experience. 
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While the buying decisions of 89 per cent of Indian consumers are 
influenced by convenience and 90 per cent of them attach importance to 
value-for-money propositions, the majority of consumers (90 per cent) 
make their purchases based on the quality of customer service. 
The American Express Customer Service Barometer is a survey 
conducted in India and eleven other countries exploring attitudes and 
preferences toward customer service. 
Approximately 65 per cent of Indian consumers share the belief that 
companies have increased their focus on providing good customer 
service, compared to 49 per cent in Japan, 47 per cent in Mexico and 37 
per cent in America, which seems to reflect the corporate mindset to 
retain customers as well. 
If the company is successful in satisfying its customers in terms of 
service, it gets the benefit of word-of-mouth publicity. About 95 per cent of 
consumers give positive reviews about companies in case of good service 
in contrast to 77 per cent who speak negatively after a poor experience? 
After sales and service include explicit provisions for repairs, maintenance 
and warranty service. 
The cost of providing this service should be negotiated into the 
agreement. For goods sold at retail outlets, a preferred service option is to 
identify and use local service facilities. Though this requires up-front 
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expenses to identify and train local service outlets, the costs are more 
than repaid in the long run. For example, a leading Canadian 
manufacturer of consumer personal care items use U. S. distributors and 
sales representatives to generate purchases by large and small retailers 
across the United States. The products are purchased at retail by 
individual consumers. The Canadian firm contracted with local consumer 
electronic repair facilities in leading US cities to provide service or 
replacement for its product line. Consequently the manufacture can 
include a certificate with each product listing "authorized" local warranty 
and service centers. There are administrative, training and supervisory 
overhead costs associated with such a warranty and service program. 
The benefit, however is that the company is now perceived to be a local 
company that competes on equal footing with domestic US manufactures 
US exporters should keep this example in mind when entering foreign 
markets. For the many US companies that sell through distributors, 
selection of a representative to serve a region, a nation, or a market 
should be based not only on the distributing company's ability to sell 
effectively but also on its ability and willingness to service the product. 
Assessing that ability to service requires that the exporter ask questions 
about exiting service facilities; about the types, models and age of existing 
service equipment; about training practice for service personnel; and 
about the firm's experience in servicing similar products. If the product 
being exported is to be sold directly to end users, service and timely 
performance are critical to success. The nature of the product may require 
delivery of on - site service to the buyer within very specific time 
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parameters. These are negotiable issues for which the US exporter must 
be prepared. Such onsite service may be available from service 
organizations in the buyer's country; or the exporting company may have 
to send personnel to the site to provide service. The sales contract should 
anticipate a reasonable level of onsite service and should include the 
associated costs. Existing performance and service history can serve as a 
guide for estimating service and warranty requirements. 
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Researcl: 1 Methodol ogy 
RESEARCH METHODOLOGY 
If dealers and buyers can develop a high loyalty and long term relationship, 
it will be difficult for competitors to stand against as most customers fully 
rely on good after sales services and are willing to pay for the same. Good 
after sales services can be an entry barrier in the market entry. 
Effectiveness and efficiency is the key to profitability when managing a 
customer relationship. A company needs to. have relationship with its 
customers and the barriers blocking its competitors. Many companies 
interpret customer services as a reactive function, which limits the use of 
services as a competitive advantage. 
Research can be termed as an inquiry into the nature of, the reasons for, 
and the consequences of any particular set of circumstances, whether 
these circumstances are experimentally controlled or recorded just as they 
occur. It inculcates scientific and inductive thinking and it promotes the 
development of logical habits of thinking and organization. As research is a 
systematic study directed towards more complete scientific knowledge or 
understanding of the subject studied, there should also be a systematic 
research methodology. Any research conducted provides important facts 
and information related to why the research is conducted i.e. the purpose or 
objectives, the importance of study, its drawbacks, type of data, the 
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sampling design, method and tools of data collection and such other crucial 
factors. 
Research starts with a problem and ends with a solution to the problem. 
The problem is therefore the axis which the whole research revolves 
around, because it explains in short the aim of research. 
A research can be defined as a scientific and systematic search for 
information and investigation. Research is a voyage from known to 
unknown discovery. As said "a problem well defined is half solved". 
PROBLEM DEFINATION 
In context of the problem under study and formulated for the research, the 
research problem may be defined as under. 
Services have been studied extensively since 1980s. The idea of linking 
service value and customer satisfaction has existed from a long time. 
Nevertheless, the important of after sales service can be significant to 
customer satisfaction particularly in the business-to-business environment. 
It is expected that the importance of well managed services in after sales 
phase, will increase particularly in environment in where high capital 
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investments are required and such investments are made over longer 
periods of time. 
The automotive industry globally had an important part of any economy. 
The India after 1970 the automotive industry starting to grow but the growth 
mainly driven by tractors, commercial vehicles and scooters. After 1991 the 
economic linearization a number of Indian and multinational car companies 
launched operations. 
With the constant hike of automobile industries the automobile sector has to 
take care not only to sell their products but also increase the volume of 
sales by providing good after sale services. 
This study concentrates on studying of service back up car dealers and 
owners perceptions for after sale services. 
RESEARCH QUESTIONS 
A research question is the methodological point of departure of scholarly 
research in both the natural sciences and humanities. The research 
question is one of the first methodological steps the investigator has to take 
when undertaking research. The research question must be accurately and 
clearly defined. Choosing a research question is the central element of both 
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quantitative and qualitative research and in some cases it may precede 
construction of the conceptual framework of study. In all cases, it makes the 
theoretical assumptions in the framework more explicit, most of all it 
indicates what the researcher wants to know most and first. 
The following are the issues that the researcher has concentrated upon in 
order to arrive at the solution for the problem defined above: 
1. Brand and model name? 
2. Service package for the vehicle? 
3. Total service offer? 
4. Suppliers sincerity, and 
5. Delivery schedule? 
Extensive research has been carried out by the researcher to arrive at the 
solutions for the above defined problem. 
OBJECTIVES 
Each and every research must have a clear and properly defined problem. 
And, so in order to get appropriate solution to these problems, certain 
objectives have to be clearly and specifically defined. Various questions 
arising in between the path to attain certain specified goals and objectives, 
a research is being carried out to discover answers to such questions 
through implementing various scientific procedures. The research 
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objectives help the researcher to achieve his task easily. It acts as a base 
to conduct any research activity and would help the researcher to evaluate 
the entire report and achieve the desired results. So, defining research 
objectives is a very important aspect of any research. 
The objective of this research is to obtain the insight of relationship between 
the customers and the services provided by the car dealers in their 
respective cities. The experience of the customers will be studied here on 
the basis of their perception regarding the after sales service by the car 
dealers. 
The objectives of this research are: 
• To evaluate the consumer's perceptions and their satisfactions in 
relation to after sales services provided to them by the vehicle 
manufacturers and dealers. 
• To evaluate the usefulness of guaranty and warranty conditions 
provided by manufacturers and dealers. 
• To evaluate consumers acceptability of after sales services 
conditions. 
• To evaluate the effective delivery of after sales services. 
• To obtain the insight into relationship between customer services 
provided by the car manufacturers and dealers. 
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SCOPE OF THE STUDY 
This study had a basic aim : 
• To provide an insight for after sales service and total customer 
satisfaction. 
• The conclusion may help the auto mobile dealer in managing work 
environment for better after sales service and in turn making the 
customers a complete satisfaction which willing them to buy the 
same auto brand again. 
• It will also be a contribution to the field of study in Marketing specially 
in customer satisfaction, customer loyalty and profitability. 
LIMITATIONS OF THE STUDY 
Although the research work was carried out successfully and the desired 
results were had at the end of the research, there were certain limitations 
pertaining to the study conducted. 
Certain limitations of the study include one of the major factors i.e. the time 
factor. Time factor is a very crucial part to carry out a research successfully 
and obtain the desired results. But, as the researcher was not provided with 
sufficient time for conducting the study, it was not possible to have an in -
depth analysis of the topic under study. One important factor to be 
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considered here is that there might be also biased replies from the 
respondents to the questionnaire due to some reason or the other which 
could have affected the accuracy of the obtained results at the end of the 
research work and there by the analysis done on it. 
TYPE OF RESEARCH 
The type of research that was undertaken for the purpose of achieving 
desired goals and objectives pertaining to the problem identified and 
defined accordingly for the organization is an exploratory type of research. 
The results of an exploratory research provide significant insight into a 
given situation. 
The type of research conducted can be termed as an exploratory research 
as we are studying the service backup by car manufactures and along with 
that owner's perception for after sales services. Regression method will be 
used for this purpose. It is an exploratory research because certain points 
were truly defining it as an exploratory type. First of all, a new problem was 
structured, identified within and defined for the organizations to overcome 
certain major difficulties existing in the company. The points include that as 
the survey specific on this subject was not conducted in the organizations 
earlier so; all the areas were to be looked into. This type of research 
allowed exploring a new area and so the data related to the study had to be 
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collected from the respondents within the organizations. Even no other 
related data was available. The results of an exploratory research provided 
significant insights into a given situation. 
Thus, the research conducted can surely be termed as an exploratory type 
of research. 
POPULATION & SAMPLING 
The following are the details that the researcher has considered while 
conducting the study. 
• Area of Study: For the research, the universe consisted of the 
individuals whom own is car. The population comprises of the 
individuals residing in the 5 cities of the Gujarat state Surat, 
Porbandar, Bhavnagar, Rajkot ,Jamnagar and Ahmedabad region. 
• Sampling Units: The sampling unit consists of individuals living in 
the Surat, Porbandar, Bhavnagar, Rajkot, Jamnagar and 
Ahmedabad cities and having at least one car in ownership. 
• Sampling Frame: The sampling frame consists of consumers and 
dealers of the automobile industry. 
• Size of Sample: The size of sample selected is 500 respondents. 
• Sample Design: The type of sampling is non - probability sampling. 
Samples are selected based on convenience sampling. 
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DATA COLLECTION & ANALYSIS 
• Sample size will be targeted towards the dealers and the consumers 
of the car companies. Sample size will be dealt accordingly, meeting 
the dealers and how much sales of a particular product were made in 
last five years will be found out. On the basis of this researcher will 
try to seek out how many customers are to be dealt with. 
• Nature of Data: While deciding about the method of data collection 
used for the study, the researcher has considered the two types of 
data: 
o Primary Data: The data which are collected for the first time 
and thus happen to be original in character. The primary data 
are collected from the consumers and dealers of the 
automobile industries specially of the car dealers of Hyundai, 
Chevrolet, Maruti, Honda, Ford and Mahindra. 
o Secondary Data: This data is defined as the data which is 
collected by someone else but, it is useful for the current 
study being conducted. The secondary data have been 
collected from books, journals, and web sources. 
• Sources of Data: The sources of data are consumers and dealers 
working with the car industry in Surat, Porbandar, Bhavnagar, Rajkot 
and Ahmedabad city. 
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• Data Collection Tool: As the research is based on primary data, the 
tool used for the data collection is collection of data through 
schedule. Schedules were distributed separately according to 
different companies' service station. 
• Data Analysis: The data are analyzed and tested using content 
analysis, factor analysis. At certain places, the percentile method of 
analysis has been used. 
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Chapter - 5 
Data Analysis 
DATA ANALYSIS AND INTERPRETATION 
Automobile are sold with service as a supplement to main product. Being 
a sophisticated engineering base product service becomes a major driver 
for product save. Various researches have already proved that the quality 
of service backup adds to image of product and intern the total turnover. 
The data as we received from various segments related to automobile 
service backup is analyzed here under. The variables have been 
identified on their sent scale basis and later on support of the licker scale 
was used to identify cross relationship among the variables. The results 
are here under. 
154 
Table 5.1 Vehicle service back up facility 
Yes 
No 
390 
020 
95.12 
04.88 
Figure 5.1 Vehicle has service back up facility 
When asked for this question to the people out of 410 people 95.12% 
know about the service back up facility provided by the dealer to them. 
They were aware of the services. The rest 4.88% were not aware to the 
services or they were not bothered for the services provided to them for 
them the purchase factor mattered and the service factor could be 
handled by the other factor. This was due to ignorance of the customers. 
The most service facility demanded was from the service class people 
who were too calculated. Whereas the business class was last hophead 
155 TfiESS* 
for free service, it was only their driver who took the cars if needed for 
service. 
Table 5. 2 Read the service book let came with your vehicle 
Yes 
No 
300 
110 
73.17 
26.83 
Figure 5.2 Read the service booklet came with your vehicle 
Out of the sample of 410, 300 customers read the service booklet which 
was given to them by the dealers along with the purchase of the car. The 
customers who read the service booklet were well aware of the services 
provided. The rest of the customers did not read the service booklet due 
to some of the other reasons. 
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Table 5.3 Free services attach with your vehicle 
2 
3 
4 
5 
6 
3 + 
extended 
01 
31 
04 
02 
01 
02 
02.44 
75.61 
09.76 
04.88 
02.44 
04.88 
Free Service attach with vehicle 
Figure 5.3 Free service attach with vehicle 
From the above table we could know that 75.61% respondents 3 service 
in the back up service, 09.76% respondents were provided with 4 free 
services with their car purchase, 04.88% respondents were provided with 
5 after sales services, while 02.44% respondents was provided with 6 
after sales services. 
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Table 5.4 Service you acquired 
0 
1 
2 
3 
4 
5 
6 
7 
10 
10 
60 
230 
050 
000 
030 
020 
02.44 
02.44 
14.63 
56.10 
12.20 
00.00 
07.32 
04.88 
Figure 5.4 Service you acquired 
Respondent's when asked for this question 230 out of 410 acquired all 
their services with their cars. 60 customers acquired 2 services while 50 
customers acquired 4 services 30 customers acquired 6 services and 20 
acquired 7 services and 10 customers acquired only 1 services offered by 
the dealers. 
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Table 5.5 how send your vehicle to the service centre 
Self 
Driver 
Service Center 
Help 
270 
130 
000 
65.85 
31.71 
00.00 
Send the vehicle to service centre 
Yes No 
Figure 5.5 how send the vehicle to the service centre 
The above table shows that 270 (65.85%) do the honors of sending their 
cars at service center at their own as most of the service center do not 
have the pickup service available at their sen/ice center. Respondent are 
dissatisfied with this but they do not have any choice left with them and to 
acquire to free services they are ready to drop the car on their own at the 
service station. The second reason for doing this is that they do not want 
to mis on any services whether needed or not just because it is there in 
the service booklet. They need to get it done. 
130 (31.71%) of the respondents send their car with their drivers. This 
groups is usually the group who is the business class for them service in 
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the booklet does not matter. They have the drivers who take their cars for 
services when they feel like or when told by the owner that it should be 
clean. 
The rest of the respondents have not selected any option for the same. 
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Table 5.6 Receive any intimation for service is due 
Yes 
No 
190 
220 
46.34 
53.66 
Figure 5.6 Receive any intimation for service is due 
From the above table it is seen that 190 (46.34) respondents have 
received estimation from the service centre / dealer about their services 
due. Whereas 220 (53.66%) respondents were not given any type of 
intimation from their service centre / dealer when their service were due. 
That means there was a lack of reminders from the dealer side and due to 
this reason respondents were left out or missed on for their services. This 
created dissatisfaction among the respondents. 
Respondent who said No for intimation had to put in front to remind that 
their service is calling due. Duel they were kept waiting for their turn and 
yet there were no calls. Lastly they themselves had to take their cars for 
services at the service centers. 
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Table 5.7 Service centre maintain the delivery schedule 
Yes 
No 
260 
150 
63.41 
36.59 
Maintain delivery schedule 
Yes No 
Figure 5.7 Service centre maintain the delivery schedule 
From above table it is seen that 260 (63.41%) respondents have opined 
that the service centre maintained the delivery schedule with them. Rest 
150 (36.59%) respondents are with the opinion that the delivery schedule 
were not maintained. 
Respondent we satisfied that the service centre kept a record of delivery 
schedule. It was difficult to maintain the delivery schedule from the service 
centre. As it was an tedious job to keep record of the whole data. 
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Table 5. 8 Service centre completes all the jobs without reminders 
Yes 
No 
250 
160 
60.98 
39.02 
Complete all the jobs without 
reminders 
Figure 5. 8 Service centre completes all the jobs without reminders 
From the above table we could see that 60.98% respondents were happy 
that the jobs were completed by the service center without reminders. 
39.02% respondents said that job was not done if proper reminders were 
not given. 
Every time the respondents had to pin Pont the service person or dealer 
to specifically do a particular job. They were not happy if the job were half 
done and the car was handed over to them. E.g. changing of the oil was 
always on the left out part. 
Among of the do's A perfect clean up, wash up and alignment of wheels 
were accepted. 
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Table 5.9: Service center maintain record on your service booklet 
Yes 
No 
320 
090 
78.05 
21.95 
80 
70 
60 
50 
40 
30 
20 
10 
u 
Maintanance of the Service Records 
/ 
y" / A 
• 1^^ _^ ^^ _ 
^ ^ K f >^t/K^^^ '"mmw w-'•^-. • • -rfs^^^^ / 
Yes No 
Figure 5.9: Service center maintain record on your service booklet 
The chart shows that 320 (78.05%) respondents said that the service 
centre maintained the service record in the vehicle bool<let. The reason 
behind this was that no respondents could be able to take more services 
than what was provided. As if they did not maintain this they had proof 
that customers were provided with two services. 
90(21.95%) respondents had this complain that record were not 
maintained on the service booklet. This was due to the negligence of the 
respondents that they forgot to get it noted in the service booklet. 
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Table 5.10 change your service provider 
Yes 
No 
240 
170 
58.53% 
41.47% 
Change for service provider 
Yes No 
Figure 5.10: Change the service provider 
The result shows that 58.53% people want to change the service provider 
while 41.47% people wanted to slick to the same service provider. 
Constant lack of reminder, providing the service just for name, sake to dill 
that they are providing services, lack of spare parts, expensive spare 
parts, lack of good service employee. 
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Table 5.11 satisfaction with service of vehicle 
7 
8 
9 
10 
040 
170 
160 
040 
09.76 
41.46 
39.02 
09.76 
Satisfaction with service of vehicle 
I Series2 
Figure 5.11 satisfactions with service of vehicle 
The above graph shows that when scored from 10, 40 respondents gave 
7 out of 10, 170 respondents gave 8 out of 10, 160 respondents gave 9 
out of 10 and 40 respondents 10 out of 10 to the satisfaction for service 
for their vehicle. That means that the highest was 8 given by 170 
respondents for the satisfaction. 
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Table 5.12 Satisfaction with spare parts replacement 
7 
8 
9 
10 
120 
100 
150 
040 
29.27 
24.39 
36.59 
09.76 
T 
4 ^ ^ H 
1 
! 
3 ^ ^ 1 
1 
2 JUIIIJ 
i 
a-
0 
' 1 
i 
25 27 
10 20 
,..... „, i 
3 0 4 
• Series2 
0 
Figure 5.12 Satisfaction with spare parts replacement 
As we know that replacement of spare parts plays a vital role in after sale 
services provided to the customers along with the purchase of cars. 150 
respondents have given 9 out of 10 to the satisfaction to the spare parts 
replacement. They agree that the dealers do provide the replacement of 
spare parts in the services provided in the booklet. 120 respondents give 
7 out of 10 for the same reason. Rests 40 were on 10 out of 10 who were 
fully satisfied and had no complaints for the replacement of spare parts. 
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Table 5.13 Expertise of technical workers 
6 
7 
8 
9 
10 
020 
060 
140 
120 
070 
04.88 
14.63 
34.15 
29.27 
17.07 
5 
-
4 
-
3 
-
2 
-
1 
C 
1 
m m 4.88 
10 
H i 17. D7 
1 14.63 
20 
29.27 
30 
34.15 
4 
• Series2 
0 
Figure 5.13 Expertise of technical workers 
From the above table we could see that 140 respondents give 8 out of 10 
for the expertise technical workers at the service center. No doubt when 
the dealer is renowned and prestigious he has to be sure that what he 
provides should be the best and which will bring a sense of positivity in 
the customers mind. The technical staff at the service center was 
knowledgeable and knew what and how to do. With less instruction they 
did their work so that grievance from the customers should be avoided. 
120 respondents gave 9 out of 10 which too was not a bad response. 
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Only 20 respondents give 6 out of 10 and were those people who 
themselves were not aware what actually the technical work stood for. 
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Table 5.14 Behavior of technical workers at service center 
6 
7 
8 
9 
10 
020 
110 
100 
130 
050 
04.88 
26.83 
24.39 
31.71 
12.20 
Behavior of technical workers at 
service center 
10 
1 
5 ^•••1 
1 
^ ^ ^ 
4.88 
1 
• i 12.: : 1 
1 — — — 
24.39 
3 
15 20 25 30 
I Seriesl 
35 
Figure 5.14 Behavior of technical workers at service center 
From the above table we could conclude that 130 respondent ranked 9 
out of 10 for the behavior of the technical workers at the service center. 
This was rejasonable enough as the technical staff cooperated with the 
customers. The technical staff really had a positive approach to words the 
work which was allotted to them and approaching attitude with a welcome 
of no denial of work. Only 20 respondents give 6 out of 10 to the technical 
workers to their behavior in the service center. This was because of 
miscommunication between giving orders and receiving orders. 
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Table 5.15 care taking attitude of technical workers 
6 
7 
8 
9 
10 
040 
110 
110 
110 
040 
09.76 
26.83 
26.83 
26.83 
09.76 
Care taking attitudes of technical 
workers at service centers 
10 15 20 25 
lU 
9 
• I 
• • 
10, 9.76 
• 
9,26.83 
8, 26.83 
7,26.83 
30 
Figure 5.15 care taking attitude of technical workers 
We all know that one owns a car he or she become very possessive and 
puts in too many affords to handle it. At the same time they are also very 
conscious that while giving their vehicle for a service he should be handle 
with care and in safe hands. 
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From the above table 7, 8, and 9 ranked out of 10 were given for taking 
care their vehicle by the service center and their workers. It shows that 
the respondents were pretty happy with their care taking attitude. 40 
respondents ranked 10 out of 10 for full satisfaction and rest 40 
respondents give 6 out of 10 for less care taking. 
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Table 5.16 Over all mark for service provider 
6 
7 
8 
9 
10 
090 
040 
140 
120 
020 
21.95 
09.76 
34.15 
29.27 
04.88 
Over all rate for service provider 
Figure 5.16 Overall marks for service provider 
From the above graph and table we can conclude that 140 respondents 
ranked 8 out of 10 for the overall services provided by the dealers. With 
little hassles they were satisfaction with what actually they got. 120 
respondents ranked 9 out of 10 and these were people who were more 
satisfied with the overall services provided. 90 respondents ranked 6 out 
of 10 and they were the people who were a little bit disatsify here and 
there. 20 respondents ranked 10 out of 10 with the overall services 
provided. 
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Table 5.17 Different Brands of cars preferred by respondents 
Brand 
Maruti 
Toyota 
Mahindra 
Hyundai 
Honda 
Ford 
Chevrolet 
Response 
240 
020 
040 
040 
030 
010 
030 
% 
58.54 
04.88 
09.76 
09.76 
07.32 
02.44 
07.32 
• Maruti 
• Toyota 
• Mahindra 
• l-lyundai 
• IHonda 
• Ford 
• Chevrolet 
Figure 5.17 Different Brands of cars preferred by respondents 
From the above table 240 (58.54%) respondents were opting for Maruti 
cars target towards an affordable sector of people. Doctors, teachers, 
layers etc. at the same time Mahindra and Hyundai were the second most 
preferred car with 40 (09.76%) holding among cities. The sector of people 
again stood the same. But few who needed to put some more class and 
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style and money on their pockets. Honda and Chevrolet was 3"^^ rank car 
with 30 (07.32%) holding in the market. Targeted towards business class. 
With Toyota in the fourth position selling in the market with tough looks 
yet not on the respondents list to be brought. Last was ford with 10 
(02.44%) respondents in favor of buying mostly with businessman and 
politician as money was no bar. 
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Table 5.18 Different Brands of cars and respondents to change the 
service center 
Brand 
Maruti 
Toyota 
Mahindra 
Hyundai 
Honda 
Ford 
Chevrolet 
Change 
service 
centre 
170 
0 
020 
010 
020 
0 
020 
Percentage 
70.83 
0 
50.00 
25.00 
66.67 
0 
66.67 
t Maruti 
• Toyota 
• Mahindra 
• Hyundai 
• Honda 
• Ford 
• Chevrolet 
Figure 5.18 Different Brands of cars and respondents to change the 
service center 
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From the above table we could interpreted that 170 of the res pendent 
needed to change the service center of Maruti and switch to other service 
center. The basic reason for doing so was the dissatisfaction of 
respondents from the dealers for the backup services provided. They 
were doing so due to reason like no reminders for services, no spare 
parts availability when needed, constant long time wait for their turn to get 
back up service. They were happy to purchase the car from Maruti but 
were disappointed from the service. On the second position Mahindra, 
Honda, Chevrolet was respondents wanted to change their service center. 
Respondents said that the companies were average buy cars affordable 
for a service class or economic class but at the same time when opting for 
sen/ices they were not satisfied. Hyundai was on the third position for 
shifting of service center. Reminders where few from the dealers. Toyota 
and ford were respondents at no cost wanted to change the service 
center at they were satisfied with the service provided to them by the 
dealers and service center. 
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Chapter - 6 
Conclusions 
Observation and Conclusion 
• Elite class people demanded more services than that of the common 
class. 
• The customers who read the service booklet were well aware of the 
services provided. 
• Most of the dealers provide only minimum services to the customers. 
This is provided on the basis of days or either on Kilometers. Only few 
dealers offer extended services to their customers which made the 
customers more satisfied. 
• As it linked with guarantee of the product maximum customers used 
100% sen/ices offered by the dealers. 
• As there are no pickup services offered by the dealers most of the 
customers have to attend the workshop by themselves. 
• Mostly the customers are not reminded by the dealers for the services 
due. While few dealers do it discreetly. 
• Mostly service records are mention in the service booklet only dealers 
don't have track system. 
• Majority of the people shows their willingness to change the service 
dealer after guaranty period is over. This put a question on the service 
quality. 
• Most of the customers appreciated the behavior of technician at 
workshop. 
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Challenges: 
As the studied had a very wide scope it was becoming to difficulty to segregate 
things after sale services are catching up in the market with the lots to go 
ahead. The researcher had to face some problem which were as under 
1. The expected area was too large to be covered under this study, so 
data collection is limited to restrict to a limited area, so the results 
can not be generalized. 
2. Mostly we find people sensitive for the services who own a new car 
so the cars which are old have automatically gone out of coverage 
area because such cars get service by unorganized sector. 
3. The cost factor had also restricted the scope of the research as the 
travel and data collection procedure become costly, which research 
find difficult to afford. 
4. The respondents were also result in putting their opinion as they find 
this research sensitive for their sincerity, so most of the time wasted 
in convincing the respondents. 
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Further avenues of research 
The study was conducted with the satisfaction of the customers with the after 
sales services only. One could have done a study with that of service center 
and dealers satisfaction towards providing better services to the customers. 
The current research is targeted is specifically for an academic purpose so the 
several relevant factor could not be taken into the consideration. Further 
research may be launched in the area of customer preference for the services, 
cost and quality of the services, dealer to dealer quality of the sen/ices, overall 
service packages of the dealers and many more. The researcher has tried her 
best to explore maximum possible information. 
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Appendices 
Bhavnagar University 
Department of Business Administration 
Bhavnagar 
Ph. D. Study 
Researcher : Nazneen Shaikh 
Dear Sir, 
It is a questionnaire to ass the satisfaction level of the owners of four 
wheelers for family use. Kindly fill the questionnaire. Your data will be 
kept confidential 
Questionnaire 
1. Kindly name the vehicle you own. 
2. In which year your vehicle was purchased? 
3. Do you know your vehicle has a service back-up facility? 
Yes / No 
4. Did you read the service booklet came with your vehicle? 
Yes ? No 
5. How many free service your vehicle is attached with 
6. How many services you have acquired 
7. How you send your vehicle to the service centre 
(1)Self (2) Driver (3) Service Centre Help 
8. For the Following Questions Give Marks out of 10 
1 
2 
3 
4 
5 
6 
How much you are satisfied witii service of your vehicle 
How much you are satisfied with the spare parts replacement during regular 
service 
Kindly rate the technical workers at your service center in terms of their 
expertise 
Kindly rate the technical workers at your service center In terms of their 
behaviour 
Kindly rate the technical workers at your service center in terms of their care 
taking attitude 
How over all you rate your service provider 
9. Do you receive any intimation from the service centre/dealer when 
a service is due? 
Yes / No 
10. Does your service centre maintain the delivery schedule? 
Yes ? No 
Does your service centre completes all the jobs without your 
reminding 
Yes / No 
11. Does the service centre maintain the service record on your 
service booklet also? 
Yes / No 
12. If the opportunity is given would you change your service 
provider? 
Yes / No 
I !l 
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Ahmedabad city Oswal Motors, Survey No. 435, Near Hotel Khodal, 
Sarkhej Bavia Highway, Santhal Sarl<hej, Ahmedabad-382210, Gujarat, 
079-26891752 hemang_98@yahoo.com 
Surat city- Shivani Vehicles, Surat Bardoii Road, NH - 6, Tatithaiya, 
Taluka - Palsana, Dist. Surat 394 305, Gujarat. 0261 - 2575022/ 0261 -
2575031 
Jamnagar city- Gallops motors 
Rajkot city- Gallops motors 
Bhavnagar city- V Raj Motors, Maruti Showroom 
